PUBLIC LAW 95-216—DEC. 20, 1977

Public Law 95-216
95th Congress

An Act

To amend the Social Security Act and the Internal Revenue Code of 1954 to
strengthen the financing of the social security system, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act, with
the following table of contents, may be cited as the “Social Security
Amendments of 1977".
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TITLE I—PROVISIONS RELATING TO THE FINANCING
OF THE OLD-AGE, SURVIVORS, AND DISABILITY
INSURANCE PROGRAM

ADJUSTMENTS IN TAX RATES

Sec. 101. (a) (1) Section 3101(a) of the Internal Revenue Code of
26 USC 3101. 1954 (relating to rate of tax on employees for purposes of old-age,
survivors, and disability insurance) is amended by striking out para-
graphs (1) and (2) }mdy inserting in lieu thereof the fallowmgz
(1) with respect to wages received during the calendar years
1974 through 19%7, the rate shall be 4.95 percent;
“(2) with respect to wages received during the calendar year
1978, the rate shall be 5.05 percent ;
“(3) with respect to wages received during the calendar years
1979 and 1980, the rate shall be 5.08 percent;
“(4) with respect to wages received during the calendar year
1981, the rate shall be 5.35 percent ;
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“(5) with respect to wages received during the calendar years
1982 through 1984, the rate shall be 5.40 percent ;

“(6) with respect to wages received during the calendar years
1986 t !.'l%:]!ll 1989, the rate shall be 5.70 percent ; and

“(7) with respect to wages received after December 31, 1989,
the rate shall be 6.20 percent.”.

(2) Section 3111(a) of such Code (relating to rate of tax on Posi p. 1537.
employers for purposes of old-age, survivors, and disability insur- 26 USC 3111.
ance) 1s amended by striking out paragraphs (1) and (2) and insert-
ing in lieu thereof the following :

“(1) with respect to wa%]es paid during the calendar years
1974 ugh 1977, the rate shall be 4.95 percent;

“(2) with respect to wages paid during the calendar year 1978,
the rate shall be 5.05 percent ;

“(3) with respect to wages paid during the calendar years
1979 and 1980, the rate shall be 5.08 percent ;

“(4) with respect to wages paid during the calendar year 1981,
the rate shall be 5.35 percent ;

“(5{ with respect to wages paid during the calendar years
1982 through 1984, the rate shall Be 5.40 percent;;

“((Rl with respect to wages paid during the calendar years
1985 through 1989, the rate shall be 5.70 percent ; and

“(7) with respect to wages paid after December 31, 1989, the
rate shall be 6.20 percent.”.

(3) Section 1401 (a) of such Code (relating to rate of tax on self- 26 USC 1401.
employment income for purposes of old-age, survivors, and disability
insurance) is amended by striking out “a tax” and all that follows and
inserting in lieu thereof the following : “a tax as follows:

(1) in the case of any taxable year beginning before January 1,
1978, the tax shall be equal to 7.0 percent of the amount of the
self-employment income for such taxable year;

“(2) in the case of any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1979, the tax shall be equal to
7.10 percent of the amount of the self-employment income for
such taxable year;

“(8) in the case of any taxable year beginning after December
81, 1978, and before January 1, 1981, the tax shall be equal to 7.05
percent of the amount of the self-employment income for such
taxable year; )

“(4) in the case of any taxable year beginning after December
31, 1980, and before January 1, 1982, the tax shall be equal to
8.00 percent of the amount of the self-employment income for
such taxable year;

#(5) in the case of any taxable year beginning after December
31, 1981, and before January 1, 1985, the tax shall be equal to
8.05 percent of the amount of the self-employment income for
such taxable year; " -

“(6) in the case of any taxable year beginning after December
31, 1984, and before January 1, 1990, the tax shall be equal to
8.55 percent of the amount of the self-employment income for
such taxable year; and

“(7) in the case of any taxable year beginning after December
31, 1989, the tax shall be equal to 9.30 percent of the amount of
the self-employment income for such taxable year.”.

(bY (1) Section 3101(b) of such Code (relating to rate of tax on Hospital

employees for purposes of hospital insurance) is amended by striking insurance.
e PEER P ) o g 26 USC 3101.
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out paragraphs (1) through (4) and inserting in lieu thereof the
following: . S

%(1) with respect to wages received during the calendar years
1974 through 1977, the rate shall be 0.90 percent;

“(2) with respect to wages received during the calendar year
1978, the rate shall be 1,00 percent; )

“(8) with respect to wages received during the calendar years
1979 and 1980, the rate shall be 1.05 percent;

“(4) with respect to wages received during the calendar years
1981 through 1984, the rate shall be 1.30 percent;

“(5) with respect to wages received during the calendar year
1985, the rate shall be 1.35 percent; and

“(6) with respect to wages received after December 31, 1985,
the rate shall be 1.45 percent.”.

26 USC 3111. (2) Section 3111(b) of such Code (relating to rate of tax on
employers for purposes of hospital insurance) is amended by striking
out paragraphs (1) through (4) and inserting in lieu thereof the
following :

K (gl) with respect to wages paid during the calendar years 1974
through 1977, the rate shall be 0.90 percent;

“(2) with respect to wages paid during the calendar year 1978,
the rate shall be 1.00 percent ;

“(3) with respect to wages paid during the calendar years 1979
and 1980, the rate shall be 1.05 percent;

“(4) with respect to wages paid during the calendar years 1981
throuch 1984, the rate shall be 1.30 percent;

“(5) with respect to wages paid during the calendar year 1985,
the rate shall be 1.35 percent ; and

“(6) with respect to wages paid after December 31, 1985, the
rate shall be 1.45 percent.”.

26 USC 1401. (3) Section 1401(b) of such Code (relating to tax on self-employ-
ment income for purposes of hospital insurance) is amended by strik-
ing out paragraphs (1) through (4) and inserting in lieu thereof the
following:

“(1) in the case of any taxable year beginning after Decem-
ber 31, 1973, and before January 1, 1978, the tax shall be equal to
0.90 percent of the amount of the self-employment income for
such taxable year;

“(2) in the case of any taxahle yvear beginnine after Decem-
ber 31, 1977, and before Janunary 1, 1979, the tax shall be equal to
1.00 percent of the amount of the self-employment income for such
taxable vear;

“(3) in the case of any taxable year beginning after Decem-
ber 31, 1978, and before January 1, 1981, the tax shall be equal to
1.05 percent of the amount of the self-employment income for such
taxable year:

“(4) in the case of any taxable year beginning after Decem-
ber 31, 1980, and before January 1, 1985, the tax shall be equal to
1.30 percent of the amount of the self-employment income for such
taxable year;

“(5) in the case of any taxable year beginning after Decem-
ber 31, 1984, and before January 1, 1986, the tax shall be equal
to 1.35 percent of the amount of the self-employment income for
such taxable year; and

“(6) in the case of any taxable year beginning after Decem-
ber 31, 1985, the tax shall be equal to 1.45 percent of the amount
of the self-employment income for such taxaEle year.”.
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ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

Sec. 102. (a) (1) Section 201(b) (1) of the Social Security Act is
amended by striking out clauses (G) through (J) and inserting in lieu
thereof the following: “((G) 1.56 per centum of the wages (as so
defined) paid after i:)ecember 31, 1977, and before January 1, 1979,
and so reported, (H) 1.50 per centum of the wages (as so defined) paid
after December 31, 1978, and before January 1, 1981, and so reported,
(I) 1.65 per centum of the wages (as so defined) paid after Decem-
ber 31, 1980, and before January 1, 1985, and so reported, (J) 1.90 per
centum of the wages (as so defined) paid after December 31, 1984, and
before January 1, 1990, and so reported, and (K) 2.20 per centum of
the wages (as so defined) paid after December 31, 1989, and so
reported.”.

(2) Section 201(b) (2) of such Act is amended by striking out clauses
(G) through (J) and inserting in lieu thereof the following: “(G)
1.090 per centum of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1979, (H) 1.0400 per centum of the
amount of self-employment income (as so defined) so reported for any
taxable year beginning after December 31, 1978, and before Janu-
ary 1, 1981, (I) 1.2375 per centum of the amount of self-employment
income (as so defined) so reported for any taxable year beginning
after December 31, 1980, and before January 1, 1985, (J) 1.4250 per
centum of the amount of self-employment income (as so defined) so
reported for any taxable year beginning after December 31, 1984, and
before January 1, 1990, and (K) 1.650 per centum of the amount of
self-employment income (as so deﬁned} so reported for any taxable
year beginning after December 31, 1989,".

INCREASES IN EARNINGS BASE

Sec. 103. (a)(1) Section 230(a) of the Social Security Act is
?ﬂl)e,r}ded by inserting “or (c¢)” after “determined under subsection
.2) Section 230(b) of such Act is amended by striking out “shall be”
in the matter preceding paragraph (1) and inserting in lieu thereof
“shall (subject to subsection (ng) g
(b) Section 230(c) of such Act is amended—
(1) by inserting “ &1]” immediately before “the ‘contribution
and benefit base’ ”; an
(2) by striking out “section.” and inserting in lieu thereof the
following:
“gection, and (2) the ‘contribution and benefit base’ with respect to
remuneration paid (and taxable years beginning)—
“(A) in 1978 shall be $17,;00,
“(B) in 1979 shall be $22,900,
“%C in 1980 ghall be $25,900, and
“(D) in 1981 shall be $29,700.
For purposes of determining under subsection (b) the ‘contribution
and benefit base’ with respect to remuneration £aid (and taxable years
heginning) in 1982 and subsequent years, the dollar amounts specified
in clause (2) of the preceding sentence shall be considered to have
resulted from the application of such subsection (b) and to be the
amount determined (l:vith respect to the years involved) under that
subsection. For purposes of determining employer tax Liability under
section 3221 (a) of the Internal Revenue Code og 1954, for purposes of

91 STAT. 1513
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determining the portion of the employee representative tax liability
under section 3211(a) of such Code which results from the applica-
tion of the 9.5 percent rate specified therein, and for purposes of com-
puting average monthly compensation under section 3(j) of the
Railroad Retirement Act of 1974, except with respect to annuity
amounts determined under section 3(a) or (3)(f) (3) of such Act,
clause (2) and the preceding sentence of this subsection shall be
disregarded.”.

(¢) (1) Section 230 of such Act is further amended by adding at the
end thereof the following new subsection :

“(d) Notwithstanding any other provision of law, the contribution
and benefit base determined under this section for any calendar year
after 1976 for purposes of section 4022(b)(3)(B) of Public Law
93406, with respect to any (f:lan, shall be the contribution and benefit
base that would have been determined for such year if this section as
in effect immediately prior to the enactment of the Social Security
Amendments of 1977 had remained in effect without change.”.

(2) The amendment made by paragraph (1) shall apply with
respect to plan terminations occurring after the date of the enactment
of this Act.

(d) (1) The second sentence of section 215(i)(2) (D) (v) of such
Act 1s amended by striking out “is equal to one-twelfth of the new
contribution and benefit base” and inserting in lieu thereof “is equal
to, or exceeds by less than $5, one-twelfth of the new contribution and
benefit base”,

(2) The third sentence of section 215(i) (2)(D)(v) of such Act
is amended by striking out all that follows “clause (iv)” and insert-
ing in lieu thereof “plus 20 percent of the excess of the second figure
in the last line of column III as extended under the preceding sen-
tence over such second figure for the calendar year in which the table
of benefits is revised.”.

EFFECTIVE DATE

Sec. 104. The amendments made by this title shall apply with respect
to remuneration paid or received, and taxable years beginning, after

1977,

TITLE IT—STABILIZATION OF REPLACEMENT RATES IN
THE OLD-AGE, SURVIVORS, AND DISABILITY INSUR-
ANCE PROGRAM

COMPUTATION OF PRIMARY INSURANCE AMOUNT

Skc. 201. (a) Section 215(a) of the Social Security Act is amended
to read as follows:

“(a) (1) (A) The primary insurance amount of an individual shall
(t;xcept as otherwise provided in this section) be equal to the sum
Or—

“(i) 90 percent of the individual’s average indexed monthly
earnings (determined under subsection (b)) to the extent that
such earnings do not exceed the amount established for purposes
of this clause by subparagraph (B),

“(ii) 32 percent of the individual’s average indexed monthly
earnings to the extent that such earnings exceed the amount estab-
lished for purposes of clause (i% but do not exceed the amount
established for purposes of this clause by subparagraph (B), and
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“(iii) 15 percent of the individual’s average indexed monthly
earnings to the extent that such earnings exceed the amount
established for purposes of clause (ii),

rounded in accordance with subsection (g), and thereafter increased
as provided in subsection gi) %

“(B) (i) For individuals who initially become eligible for old-age
or disability insurance benefits, or who die (before becoming eligible
of such benefits), in the calendar year 1979, the amount established
for purposes of clause (i) and (ii) of subparagraph (A) shall be $180
and $1,085, respectively.

# (ii? For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming eligible for
such benefits), in any calendar year after 1979, each of the amounts so
established shall equal the product of the corresponding amount estab-
lished with respect to the calendar year 1979 under clause (i) of this
subparagraph and the quotient obtained by dividin%_

“(I) the average of the total wages (as defined in regulations
of the Secretary and computed without regard to the limitations
specified in section 209 (a )? reported to the Secretary of the Treas-
ury or his delegate for the second calendar year preceding the
calendar year for which the determination is made, by

“(II) the average of the total wages (as so defined and com-
puted) reported to the Secretary of the Treasury or his delegate
for the calendar year 1977.

“(iii) Each amount established under clause (ii) for any calendar
vear shall be rounded to the nearest $1, except that any amounts so
established which is a multiple of $0.50 but not of $1 shall be rounded
to the next higher $1.

“(C) (i) No }ﬁimary insurance amount computed under subpara-
graph QA} may be less than—

“(1) the dollar amount set forth on the first line of column IV
in the table of benefits contained in (or deemed to be contained in)
this subsection as in effect in December 1978, rounded (if not a
multiple of $1) to the next higher multiple of $1, or

“(II) an amount equal to $11.50 muftiplied by the individual’s
years of coverage in excess of 10, or the increased amount deter-
mined for purposes of this subdivision under subsection (1),

whichever is greater. No increase under subsection (i), except as pro-
vided in subsection (i)(2)(A), shall apply to the dollar amount
specified in subdivision 9) of this clause.

“(ii) For purposes of clause (i) (II), the term ‘years of coverage’
with respect to any individual means the number (not exceeding 30)
equal to the sum of (I) the number (not exceeding 14 and disregarding
any fraction) determined by dividing (a) the total of the wages
credited to such individual (mncluding wages deemed to be paid prior
to 1951 to such individual under section 217, compensation under the
Railroad Retirement Act of 1937 prior to 1951 which is creditable to
such individual pursuant to this title, and wages deemed to be paid
prior to 1951 to such individual under section 231) for years after
1936 and before 1951 by (b) $900, plus (IT) the number equal to
the number of years after 1950 each of which is a computation base
year (within the meaning of subsection (b) (2) (B) {ii)g and in each
of which he is credited with wages (including wages deemed to be paid
to such individual under scetion 217, compensation under the Railroad
Retirement Act of 1937 or 1974 which is creditable to such individual
pursuant to this title, and wages deemed to be paid to such individual
under section 229) and self-employment income of not less than 25

91 STAT. 1515
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percent of the maximum amount which, pursuant to subsection (e),
may be counted for such year, or of not less than 25 percent of the
maximum amount which could be so counted for such year (in the case
of a year after 1977) if section 230 as in effect immediately prior to the
enactment of the Social Security Amendments of 1977 had remained
in effect without. change.

“(D) In each calendar year after 1978 the Secretary shall publish
in the Federal Register, on or before November 1, the formula for
computing benefits under this paragraph and for adjusting wages and
gelf-employment income under subsection (b)(3) in the case of an
individual who becomes eligible for an old-age insurance benefit, or
(if earlier) becomes eligible for a disability insurance benefit or dies,
in the following year, and the average of the total wages (as described
in subparagraph (B)(ii) (I)) on which that formula is based. With
the initial publication required by this subparagraph, the Secretary
shall also publish in the Federal Register the average of the total
wages (as so deseribed) for each calendar year after 1950,

“(2) (A) A year shall not be counted as the year of an individual’s
death or eligibility for purposes of this subsection or subsection (i)
in any case where such individual was entitled to a disability insur-
ance benefit for any of the 12 months immediately preceding the month
of such death or eligibility (but there shall be counted instead the year
of the individual’s eligibility for the disability insurance benefit or
benefits to which he was entitled during such 12 months).

“(B) In the case of an individual who was entitled to a disability
insurance benefit for any of the 12 months before the month in which
he became entitled to an old-age insurance benefit, became reentitled to
a disability insurance benefit, or died, the primary insurance amount
for determining any benefit attributable to that entitlement, reentitle-
ment, or death 1s the greater of—

“(i) the primary insurance amount upon which such disability
insurance benefit was based, increased by the amount of each gen-
eral benefit increase (as defined in subseetion (i)(3)), and each
increase provided under subsection (i)(2), that would have
applied to such primary insurance amount had the individual
remained antitletf to such disability insurance benefit until the
month in which he became so entitled or reentitled or died, or

“(ii) the amount computed under paragraph (1)(C).

“(QC) In the case of an individual who was entitled to a disability
insurance benefit for any month, and with respect to whom a primary
insurance amount is required to be computed at any time after the
close of the period of the individual’s disability (whether because of
such individual’s subsequent entitlement to old-age insurance benefits
or to a disability insurance benefit based npon a subsequent period of
disability, or because of such individual’s death), the primary insur-
ance amount so computed may in no case be less than the primary
insurance amount with respect to which such former disability insur-
ance benefit was most recently determined.

“(3) (A) Paragraph (1) applies only to an individual who was not
eligible for an old-age insurance benefit prior to January 1979 and
who in that or any succeeding month—

“(1) becomes eligible for such a benefit,

::gn) bdepomes eligible for a disability insurance benefit, or

ii1) dies,
and ( except) for subparagraph (C) (i) (IT) thereof) it applies to every
EEm;h individual exeept to the extent otherwise provided by paragrap
4).
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“(B) For purposes of this title, an individual is deemed to be
eligible—

“(i) for old-age insurance benefits, for months beginning with
the month in which he attains age 62, or

“(i1) for disability insurance benefits, for months beginning
with the month in which his period of disability began as pro-
vided under section 216(1) (2) (C),

except as provided in paragraph (2) (A) in cases where fewer than 12
months have elapsed since the termination of a prior period of
disability.

“(4) Paragraph (1) (except for subparagraph (C) (i) (IT) thereof)
does not apply to the computation or recomputation of a primary
insurance amount for—

“(A) an individual who was eligible for a disability insurance
benefit for a month prior to January 1979 unless, prior to the
month in which oceurs the event deseribed in clause (i), (ii), or
(iii) of paragraph (3) (A), there occurs a period of at least 12
consecutive months for which he was not entitled to a disability
insurance benefit, or

“(B) an individual who had wages or self-employment income
credited for one or more vears prior to 1979, and who was not eligible:
for an old-age or disability insurance benefit, and did not die, prior
to January 1979, if in the vear for which the computation or recom-
mendation would be made the individual’s primary insurance amount
would be greater if computed or recomputed—

“(1) under section 215(a) as in effect in December 1978, for
purposes of old-age insurance benefits in the case of an individual
who becomes eligible for snch benefits prior to 1984, or

“(1i) as provided by section 215 (d), in the case of an individual
to whom such section applies.

In determining whether an individual’s primary insurance amount
would be greater if computed or recomputed as %)mvided in subpara-
eraph (B), (I) the table of benefits in effect in December 1978 shall
be applied without regard to any increases in that table which may’
become effective (in accordance with subsection (1) (4)) for years after
1978 (subject to clause (iii) of subsection (i)(2)(A) bnt without
regard to clauses (iv) and (v) thereof) and (II) such individual’s
average monthly wage shall be computed as provided by sub-
section (b)(4).

“(5) For purposes of computing the primary insurance amount
(after December 1978) of an individnal to whom paragraph (1) does
not apply (other than an individual deseribed in paragraph (4) (B)),
this section as in effect in December 1978 shall remain in effect, except
that. effective for January 1979, the dollar amount specified in para-
graph (3) of subsection (a) shall be increased to $11.50. The table
for determining primary insurance amounts and maximum family
benefits contained in this section in December 1978 shall be revised as
provided bv subsection (i) for each year after 1978.7.

(b) Section 215(b) of such Act is amended to read as follows:

“Average Indexed Monthly Earnings; Average Monthly Wage

“(b) (1) An individual’s average indexed monthly earnings shall be
equal to the auotient obtained bv dividing—

“(A) the total (after adjustment under paragraph (8)) of his
wages paid in and self-employment income credited to his bene-
fit computation vears (determined under paragraph (2)), by

“(B) the number of months in those years.

91 STAT. 1517
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“(2) (A) The number of an individual’s benefit computation years
equals the number of elapsed years, reduced by five, except that the
number of an individual’s benefit computation years may not be less
than two.

Definitions. “(B) For purposes of this subsection with respect to any
individual—

“(1) the term ‘benefit computation years’ means those computa-
tion base years, equal in number to the number determined under
subparagraph (A), for which the total of such individnal’s wages
and self-employment income, after adjustment under paragraph
(3),1s the largest ;

“(ii) the term ‘computation base years’ means the calendar
years after 1950 and before—

“(I) in the case of an individual entitled to old-age insur-
ance benefits, the year in which occurred (whether by reason
Post, p. 1542, of section 202(j) (1) or otherwise) the first month of that
entitlement; or
“(II) in the case of an individual who has died (without
having become entitled to old-age insurance benefits), the
year succeeding the year of his death;;
except that such term excludes any calendar year entirely
included in a period of disability ; and

“(iii) the term ‘number of elapsed years’ means (except as
otherwise provided by section 104(j) (2) of the Social Security

42 USC414 note. Amendments of 19723’ the number of calendar years after 1950
(or, if later, the year in which the individual attained age 21) and
before the year in which the individual died, or, if it occurred
earlier %)ut after 1960), the year in which he attained age 62;
except that such term excludes any calendar year any part of
which is ineluded in a period of disability.

“(3) (A) Except as provided by subparagraph (B), the wages paid
in and self-employment income credited to each of an individual’s com-
putation base years for purposes of the selection therefrom of benefit
computation years under paragraph (2) shall be deemed to be equal
to the product of—

“(i) the wages and self-employment income paid in or credited
to such year (as determined without regard to this subparagraph),
and

“(ii) the quotient obtained by dividing—

“(I) the average of the total wages (as defined in regula-
tions of the Secretary and computed without regard to the
42 USC 409. limitations specified in section 209 (a) ) reported to the Secre-
tary of the Treasury or his delegate for the second calendar
ear (after 1976) preceding the carliest of the year of the
individual’s death, eligibility for an old-age insurance bene-
fit, or eligibility for a disability insurance benefit (‘exee t
that the year in which the individual dies, or becomes eligible,
shall not be considered as such year if the individual was
entitled to disability insurance benefits for any month in
the 12-month period immediately preceding such death or
eligibility, but there shall be counted instead the year of the
individual’s eligibility for the disability insurance benefit to
which he was entitled in such 12-month period), by
“(II) the average of the total wages (as so defined and
computed) reporte? to the Secretary of the Treasury or his
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delegate for the computation base year for which the deter-
“(B W. e i?dmme' 1£-empl ¢ i dited to a
aid in or self-employment income cre 0 an
indivi ual’:%et;smgutaﬁonbasa year w}];icﬁ— S

(i) occurs after the second calendar year specified in subpara-
graph (A) (ii) (T), or !

“(ii) is a year treated under subsection (f)(2)(C) as though

it were the f’ast year of the period specified in paragraph (2)

ii
shall be available for use in determining an individual’s benefit com-
putation years, but without applying subparagraph (A) of this
pali'agraph i

“(4) For purposes of determining the average monthly wage of an
individual whose primary insurance amount is computed (after 1978)
under section 215(a) or 215(d) as in effect (except with respect to the
table contained therein) in December 1978, by reason of subsection (a)
(4) (B), this subsection as in effect in December 1978 shall remain in
effect, except that paragraph (2)(C) (as then in effect) shall be
deemed to provide that ‘computation base years’ include only calendar
years in the [})\eriod after 1950 (or 1936, if applicable) and prior to the
year in which ocecurred the first month for which the individual was
eligible (as defined in subsection (a)(3)(B) as in effect in January
1979) for an old-age or disability insurance benefit, or, if earlier, the
year in which he died. Any calendar year all of which is included in a
period of disability shall not be included as a computation base year
for such purposes.”.

(¢) Section 215(¢) of such Act is amended to read as follows:

“Application of Prior Provisions in Certain Cases

“(c) This subsection as in effect in December 1978 shall remain in
effect with respect to an individual to whom subsection (a) (1) does
not apply by reason of the individual’s eligibility for an old-age or dis-
ability insurance benefit, or the individual’s death, prior to 1979.”.

(d) (1) The matter in the text of section 215(d) of such Act which
precedes paragraph (1) (C) is amended to read as follows:

“(d) (ll; For purposes of column I of the table appearing in sub-
section (a), as that subsection was in effect in December 1977, an indi-
vidual’s primary insurance benefit shall be computed as follows:

“(A) The individual’s average monthly wage shall be deter-
mined as provided in subsection (b), as in effect in December 1977
(but without regard to paragraph (4) thereof), except that for
purgoaes of paragraphs (2) (C) and (3) of that subsection (as so
m‘?( gtst)FIQBG shall be us;ed 1l1)13tead of 1}950.B) 4 T e

or purposes of subpara 18 an of subsec-
tion (b) (2) (asso in effect)— gt | ©)

“(i) the total wages prior to 1951 (as defined in subpara-
graph (C) of this paragraph) of an individual who attained
age 21 after 1936 and prior to 1950 shall be divided by the
number of years (hereinafter in this subparagraph referred
to as the ‘divisor’) elapsing after the year in which the
individual attained age 20 and prior to 1951; and

“(ii) the total wages prior to 1951 (as defined in subpara-
graph (C) of this parafmph) of an individual who attained
aﬁe 21 after 1949 shall be divided by the number of years
(hereinafter in this subparagraph referred to as the ‘divisor’)
elapsing after 1949 and prior to 1951.

29-19% 0 - 80 - 98
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The quotient so obtained shall be deemed to be the individual’s
wages credited to each of the years which were used in computing
the amount of the divisor, except that—

“(iii) if the quotient exceeds $3,000, only $3,000 shall be
deemed to be the individual’s wages for each of the years
which were used in computing the amount of the divisor, and
the remainder of the individual’s total wages prior to 1951
(I) if less than $3,000, shall be deemed credited to the year
immediately preceding the earliest year used in computing
the amount of the divisor, or (IT) ify $3,000 or more, shall be
deemed credited, in $3,000 increments, to the year imme-
diately preceding the earliest year used in computing the
amount of the divisor and to each year consecutively preced-
ing that year, with any remainder less than $3,000 being
credited to the year immediately preceding the earliest year
to which a full $3,000 increment was credited ; and

“(iv) no more than $42,000 may be taken into account, for
purposes of this subparagraph, as total wages after 1936 and
prior to 1951.”,

42 USC 415. ) (2) Section 215(d) (1) (D) of such Aect is amended to read as fol-
ows:

“(D) The individual’s primary insurance benefit shall be 40
percent of the first $50 of his average monthly wage as computed
under this subsection, plus 10 percent of the next $200 of his
avera%]munthly wage, increased by 1 percent for each increment
year. The number of increment years is the number, not more than
14 nor less than 4, that is equal to the individual’s total wages prior
to 1951 divided by $1,650 (disregarding any fraction).”.

(8) Section 215(d) (3) of such Act is amended (A) by striking
out “in the case of an individual” and all that follows and inserting in
lieu thereof the following “in the case of an individual who had a
period of disability which began prior to 1951, but only if the primary
insurance amount resulting therefrom is higher than the primary
insurance amount resulting from the application of this section (as
amended by the Social Security Amendments of 1967) and section

42 USC 420. 2207,

(4) Section 215(d) of such Act is further amended by adding at
the end thereof the following new paragraph:

“(4) The provisions of this subsection as in effect in December 1977
shall be applicable to individuals who become eligible for old-age or
disability insurance benefits or die prior to 1978.”.

(e) Section 215(e) of such Act is amended—

(1) by striking out “average monthly wage” each place it
appears and inserting in lieu thereof “average indexed monthly
earnings or, in the case of an individual whoese primary insurance

42 USC 415. amount is computed under section 215(a) as in effect prior to
January 1979, average monthly wage,” and

(2) by inserting immediately before “of (A)”in para%mph (1)
the following: “(before the application, in the case of average
indexed monthly earnings, of su%Section (b) (3) (A))™.

Recomputation. gf) (1) Section 215(f) (2) of this Act is amended to read as follows:

“4(2) (A) If an individual has wages or self-employment income for
a year after 1978 for any part of which he is entitled to old-age or
disability insurance benefits. the Secretary shall, at such time or times
and within such period as he may by regulation prescribe, recompute
the individual’s primary insurance account for that year.
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(B) For the purpose of applying subparagraph (A) of subsection
(a) (1) to the average indexed monthly earnings of an individual to
whom that subsection applies and who receives a recomputation under
this paragraph, there shall be used, in lieu of the amounts established
by subsection (a)(1)(B) for purposes of clauses (i) and (ii) of
subsection (a) (1) (A), the amounts so established that were (or, in
the case of an individual described in subsection (a) (4) (B), would
have been) used in the computation of such individual’s primary insur-
ance amount prior to the application of this subsection.

“(C) A recomputation of any individual’s primary insurance amount
under this paragraph shall be made as l.ﬁrovidad in subsection (a) (1)
as though the year with respect to which it is made is the last year of
the period specified in subsection (b)(2)(B)(ii); and subsection
(b) (3) (A) shall apply with respect to any such recomputation as it
applied in the computation of such individual’s primary insurance
amount prior to the application of this subsection.

“(D) A recomputation under this paragraph with respect to any
year shall be effective—

“(i) in the case of an individual who did not die in that year,
for monthly benefits beginning with benefits for January of the
following year; or

“(ii) In the case of an individual who died in that year, for
:ﬁmnth(liy benefits beginning with benefits for the month in which

e died.”.

(2) Section 215(f) (3) of such Act is repealed.

g 3) Section 215(f) (4) of such Act is amended to read as follows:

“(4) A recomputation shall be effective under this subsection only
if it increases the primary insurance amount by at least $1.”.

(4) Section 215(f) of such Act is further amended by adding at the
end thereof the following new paragraphs:

“(7) This subsection as in effect in mber 1978 shall continue to
apply to the recomputation of a primary insurance amount computed
under subsection (a) or (d) as in effect (without regard to the table
in subsection (a)) in that month, and, where appropriate, under sub-
section (d) as in effect in December 1977. For purposes of recomputing
a primary insurance amount determined under subsection (a) or (d)
(as so in effect) in the case of an individual to whom those subseetions
apply by reason of subsection (a)(4)(B) as in effect after Decem-
ber 1978, no remuneration shall be taken into account for the year in
which the individual initially became eligible for an old-age or dis-
ability insurance benefit or died, or for any year thereafter.

“(8) The Secretary shall recompute the primary insurance amounts
applicable to beneficiaries whose benefits are based on a primary insur-
ance amount which was computed under subsection (a)(3) effective
prior to January 1979, or would have been so computed if the dollar
amount specified therein were $11.50. Such reecomputation shall be
effective January 1979, and shall include the effect of the increase in
the dollar amount provided by subsection (a) (1) (C) (i) (IT). Such
primary insurance amount shall be deemed to be provided under such
section for purposes of subseetion (i).”.

; I(Ig) (1) Section 215(i) (2) (A) (i1) of such Act is amended to read as
ollows:

. “(i1) If the Secretary determines that the base quarter in any year

is a cost-of-living computation quarter, he shall, effective with the

month of June of that year as provided in subparagraph (B),

merease—
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“(TI) the benefit amount to which individuals are entitled for
that month under section 227 or 228, 1y

“(II) the primary insurance amount of each other individual
on which benefit entitlement is based under this title (m_cludm%r
a primary insurance amount determined under subsection ga

1 EC; il? (T), but subject to the provisions of such subsection (a)
13 C) (i) and clauses (iv) and (v) of this subparagraph), and
“(III) the amount of total monthly benefits based on any pri-
mary insurance amount which is permitted under section 203
(and such total shall be increased, unless otherwise so increased
under another provision of this title, at the same time as such
primary insurance amount) or, in the case of a primary insurance
amount computed under subsection (a) as in effect (without
regard to the table contained therein) prior to J lmuarg 1979, the
amount to which the beneficiaries may be entitled under section
203 as in effect in December 1978, except as provided by section
203(a) (6) and (7) as in effect after December 1978.
The increase shall be derived by multiplying each of the amounts
described in subdivisions (I), (QIfI), anﬁ (IIT) (including each of
those amounts as previously increased under this subparagraph) by
the same percentage (rounded to the nearest one-tenth of 1 percent)
as the percentage by which the Consumer Price Index for that cost-of-
living computation quarter exceeds such index for the most recent
prior calendar quarter which was a base quarter under paragraph
(1) (A) (ii) or, 1f later, the most recent cost-of-living computation
quarter under Faragraph (1) (B) ; and any amount so increased that
is not a multiple of $0.10 shall be increased to the next higher multiple
of $0.10. Any increase under this subsection in a primary insurance
amount determined under subparagraph (C) (i) (II) of subsection
(a) (1) shall be applied after the initial determination of such pri-
mary insurance amount under that subparagraph (with the amount of
such increase, in the case of an individual who becomes eligible for
old-age or disability insurance benefits or dies in a calendar year after
1979, being determined from the range of possible primary insurance
amounts published by the Secretary under the last sentence of sub-
paragraph (D)).”.

(QLSection 215(1) (2) (A) of such Aet is amended by adding at the
end thereof the following new clauses:

“(iii) In the case of an individual who becomes eligible for an old-
age or disability insurance benefit, or who dies prior to becoming so
eligible, in a year in which there occurs an increase provided under
clause (ii), the individual’s primary insurance amount (without
regard to the time of entitlement to that benefit) shall be increased
(unless otherwise so increased under another provision of this title and,
with respect to a primary insurance amount determined under subsec-
tion (a) (1) (C) (1) (T), subiect to the provisions of subsection (a) (1)
(C) (i) and clauses (iv) and (v) of this subparagraph) by the amount
of that increase and subsequent applicable increases, but only with
respect to benefits payable for months after May of that year.,

“(iv) (I) In the case of an individual who is entitled to an old-age
insurance benefit that is based on a primary insurance amount deter-
mined under subsection (a)(1)(C)(i)(I), such primary insurance
amount shall not be increased under this subsection for any year before
the year in which oceurs the first month with respect to which there is
payable to such individual all or some part of such benefit after
application of the provisions of section 203 relating to deductions on
account of work, or, if earlier, the year in which he attains age 65.
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“(II) In the case of an individual who is entitled to an insurance
benefit under subsection (e) or (f) of section 202 that is based on
a primary insurance amount determined under subsection (a) (1) (C)

is)(I), such primary insurance amount shall not be increased under
this subsection for any year (except as provided in subdivision (IIT))
before the year in which occurs the first month with respect to which
there is payable to such individual all or some part of such benefit
after application of the provisions of section 203 relating to deduc-
tions on account of work, or, if earlier, the year in which he attains
age 65.

g‘GE(III) Any increase under this subsection which would otherwise
be applied to a primary insurance amount except for the provisions
of subdivision (II) of this clause, shall apply to such primary insur-
ance amount if, during any month of the year in which the increase
oceurs, any individual is entitled to a benefit under subsection (d),
(g), or (h) of section 202 based on such primary insurance amount,
and such primary insurance amount is based upon the wages and self-
employment income of a deceased individual.

“(IV) No primary insurance amount determined under subsection
(2) (1) (C) (1) (I) shall be increased under this subsection for any year
during which no individual was entitled to any benefit based thereon
under section 202 or 223 for any month of such year.

“(V) In any case in which an increase under this subsection which
oceurs during any year applies to a primary insurance amount deter-
mined under subsection (a) (1) (C) (1) (1), and such an increase occur-
ring in a later year does not apply to such primary insurance amount
on account of the provisions of this clause, any such increase which
oceurs in a later year which is applicable to such primary insurance
amount shall be gased upon such primary insurance amount as pre-
viously increased under this subsection.

“(vLeNotwithstanding clause (iv), no primary insurance amount
shall be less than that provided under section 215(a) (1) without
regard to subparagraph (C) (1) (I) thereof, as subsequently increased
by applicable increases under this section.”.

( 3I; Section 215(i) (2) (D) of such Act (as amended by section
103(d) of this Act) is further amended by striking out all that fol-
lows the first sentence and inserting in lieu thereof the following: “He
shall also publish in the Federal Register at that time (1) a revision
of the range of the primary insurance amounts which are possible
after the application of this subsection based on the dollar amount
specified in subparagraph (C) (i) (IT) of subsection (a) (1) (with such
revised primary insurance amounts constituting the increased amounts
determined for purposes of such subparagraph (C) (i) (IT) under this
subsection), or specified in subsection (a) (3) as in effect prior to 1979,
and (ii) a revision of the range of maximum family benefits which
correspond to such primary insurance amounts (with such maximum
benefits being effective notwithstandinﬁ' section 203(a) except for
pall'g 93 1}3 (3% (B) thereof (or paragraph (2) thereof as in effect prior
to o

34) gection 215(1) of such Act is further amended by adding at the
end thereof the following new paragraph :

“(4) This subsection as in effect in December 1978 shall continue to
apply to subsections (a) and (d), as then in effect, for purposes of
computing the primary insurance amount of an individual to whom
subsection (a), as in effect after December 1978, does not apply
(includin% an individual to whom subsection (a) does not apply in
any year by reason of paragraph (4) (B) of that subsection (%ut the
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application of this subsection in such cases shall be modified by the
agplication of subdivision (I) in the last sentence of paragraph (4)
of that subsection)). For purposes of computing primary insurance
amounts and maximum family benefits (other than primary insurance
amounts and maximum family benefits for individuals to whom such
aragraph (4) (B) applies), the Secretary shall publish in the Federal
ister revisions of the table of benefits contained in subsection (a),
as 1n effect in December 1978, as required by paragraph (2) (D) of
this subsection as then in effect.”.

MAXIMUM BENEFITS

Sec., 202. The text of section 203 (a) of the Social Security Act is
amended to read as follows:

“(a)(1) In the case of an individual whose primary insurance
amount has been computed or recomputed under section 215(a) (1)
or (4), or section 215(d), as in effect after December 1978, the total
monthly benefits to which beneficiaries may be entitled under section
202 or 223 for a month on the basis of the wages and self-employment
income of such individual shall, except as provided by para.gra%ph (3)
(but prior to any increases resulting from the application of para-
graph (2)(A) (1) (III) of section 215(i)), be reduced as necessary
so as not to exceed—

“(A) 150 percent of such individual’s primary insurance
]qnlu::lnt Pghthe extant-to tixha_t. it %oes not eicxla)ed the a.mmilnt( 2e§tab-
1shed with respect 18 su T a a
U(B) 978 parsiat of aich TR TN Seinary. Tasiteny
amount to the extent that it exceeds the amount established with
respect to subparagraph (A) but does not exceed the amount
established “’it% respect to this subparagraph by paragraph (2),
“(C) 134 percent of such individual’s primary insurance
amount to the extent that it exceeds the amount established with
respect to subparagraph (B) but does not exceed the amount
est(iil.blished with respect to this subparagraph by paragraph (2),
an
“(D) 175 percent of such individual’s primary insurance
amount to the extent that it exceeds the amount established with
respect to subparagraph (C).
Any such amount that is not a multiple of $0.10 shall be increased to
the next higher multiple of $0.10.

“(2) (A) For individuals who initially become eligible for old-a
or disability insurance benefits, or who die (before becoming so eligible
for such benefits), in the calendar year 1979, the amounts established
with respect to subparagraphs (A), (B), and (C) of paragraph (1)
shall be $230, $332, and $433, respectively.

“(B) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming so eligible
for such benefits), in any calendar year after 1979, each of the amounts
so established shall equal the product of the corresponding amount
established for the calendar year 1979 by subEatagmph (A) of this
paragraph and the quotient obtained under subparagraph (B) (ii) of
section 215(a) (1), with such product being rounded in the manner
prescribed by section 215(a) (1) (B) (iii). _

“(C) In each calendar year after 1978 the Secretary shall publish
in the Federal Register, on or before November 1, the formula which
(except as provided in section 215 (i) (2) (D)) is to be applicable under
this paragraph to individuals who become eligible for old-age or dis-
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ablhtge insurance benefits, or who die (before becoming eligible for
such benefits), in the following calendar year.

“GS]D} A year shall not be counted as the year of an individual’s death
or eligibility for purposes of this paragraph or paragraph (7) in any
case where such individual was entitled to a disability insurance bene-
fit for any of the 12 months immediately preceding the month of such
death or eligibility (but there shall be counted instead the year of the
individual’s eligibility for the disability insurance benefits fo which he
was entitled during such 12 months).

“(3) (A) When an individual who is entitled to benefits on the basis
of the wages and self-employment income of any insured individual
and to whom this subsection applies would (but for the provisions of
section 202 (k) (2) (A)) be entltlied to child’s insurance benefits for a
month on the basis of the wages and self-employment income of one
or more other insured individuals, the total monthly benefits to which
all beneficiaries are entitled on the bases of sucﬁ wages and self-
employment income shall not be reduced under this subsection to less
than the smaller of—

“%) the sum of the maximum amounts of benefits payable on
the basis of the wages and self-employment income of all such
insured individuals, or

“(ii) an amount equal to the product of 1.75 and the prima
insurance amount that would be computed under section 215(3'
(1) for that month with respect to average indexed monthly
earnings equal to one-twelfth of the contribution and benefit base
determined for that year under section 230. .

“(B) When two or more persons were entitled (without the appli-
cation of section 202(j) (1) and section 223(b)) to monthly benefits
under section 202 or 223 for January 1971 or any prior month on the
basis of the wages and self-employment income of such insured indi-
vidual and the provisions of this subsection as in effect for any such
month were applicable in determining the benefit amount of any per-
sons on the basis of such wages and self-employment income, the total
of benefits for any month after January 1971 shall not be reduced to
less than the largest of—

“(1) the amount determined under this subsection without
regard to this subparagraph,

“(ii) the largest amount which has been determined for any
month under this subsection for persons entitled to monthl
benefits on the basis of such insured individual’s wages and self-
employment income, or .

“(ii1) if any persons are entitled to benefits on the basis of such
wages and self-employment income for the month before the effec-
tive month (after September 1972) of a general benefit increase
under this title (as defined in section 215(i) (3)) or a benefit
increase under the provisions of section 215(i), an amount equal
to the sum of amounts derived by multiplying the benefit amount
determined under this title (excluding any part thereof deter-
mined under section 202(w)) for the month before such effective
month (including this subsection, but without the application of
section 222(b), section 202(q), and subsections (b), (c), and (d)
of this section), for each such person for such month, by a per-
centage equal to the percentage of the increase provided under
such bent?ﬁt increase (with any such increased amount which is
nfoté g 13 ;ﬂti ple of $0.10 being rounded to the next higher multiple
of $0.10) ;
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but in any such case (I) subparagraph (A) of this paragraph shall not
be applied to such total of benefits after the application of clause (i1)
or (iii), and (II) if section 202(k) (2) (A) was applicable in the case
of any such benefits for a month, and ceases to apply for a month after
such month, the provisions of clause (ii) or (iii) shall be applied, for
and after the month in which section 202 (k) (Qi(A) ceases to apply,
as though subparalgr:}ph (A) of this paragraph had not been appli-
cable to such total of benefits for the last month for which clause
(ii) or (iii) was applicable.

#(C) When any of such individuals is entitled to monthly benefits as
a divorced spouse under section 202 (b) or (c) or as a surviving
divorced spouse under section 202 (e) or (f) for any month, the bene-
fit to which he or she is entitled on the hasis of the wages and self-
employment income of such insured individual for such month shall
be determined without regard to this subsection, and the benefits of all
other individuals who are entitled for such month to monthly benefits
under section 202 on the wages and self-employment income of such
insured individual shall be determined as if no such divorced spouse
or surviving divorced spouse were entitled to benefits for such month.

“(4) In any case in which benefits are reduced pursuant to the pre-
ceding provisions of this subsection, the reduction shall be made after
any dec{Juctions under this section and after any deductions under sec-
tion 222(b). Whenever a reduction is made under this subsection in
the total of monthly benefits to which individuals are entitled for any
month on the basis of the wages and self-employment income of an
insured individual, each such benefit other than the old-age or dis-
ability insurance benefit shall be proportionately decreased.

“(5) Notwithstanding any other provision of law, when—

“(A) two or more persons are entitled to monthly benefits for a
articular month on the basis of the wages and self-employment
mmeome of an insured individual and (for such particular month)
the provisions of this subsection are applicable to such monthly
benefits, and
“(B) such individual’s primary insurance amount is increased
for the following month under any provision of this title,
then the total of monthly benefits for all persons on the basis of such
wages and self-employment income for such particular month, as
determined under the provisions of this subsection, shall for purposes
of determining the total monthly benefits for all persons on the basis
of such wages and self-employment income for months subsequent to
such particular month be considered to have been increased by the
smallest amount that would have been required in order to assure that
the total of monthly benefits payable on the basis of such wages and
self-employment income for any such subsequent month will not be
less (after the application of the other provisions of this subsection
and section 202(q)) than the total of monthly benefits (after the
application of the other provisions of this subsection and section 202
( qs)) payable on the basis of such wages and self-employment income
for such particular month.

“(6) In the case of any individual who is entitled for any month
to benefits based upon the primary insurance amounts of two or more
insured individuals, one or more of which primary insurance amounts
were determined under section 215(a) or 215(d) as in effect (without
regard to the table contained therein) prior to January 1979 and one
or more of which primary insurance amounts were determined under
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section 215(a) (1) or (4), or section 215(d), as in effect after Decem- 4nte, pp. 1514,

ber 1978, the total benefits payable to that individual and all other 1520.

individuals entitled to beneflj}ts for that month based upon those pri-

mary insurance amounts shall be reduced to an amount equal to the

product of 1.75 and the primary insurance amount that would be com-

puted under section 215(a) (1) for that month with respect to average

mdexed monthly earnings equal to one-twelfth of the contribution

and benefits base determined under section 230 for the year in which Ante, p. 1513,

that month occurs. Post, p. 1554.
“(7) Subject to paragraph (6), this subsection as in effect in Decem-

ber 1978 shall remain in effect with respect to a primary insurance

amount computed under section 215 (a) or (d), as in effect (without

regard to the table contained therein) in December 1978, except that a

primary insurance amount so computed with respect to an individual

who first becomes eligible for an old-age or disability insurance benefit,

or dies (before becoming eligible for such a benefit), after December

l1)278, sfrhn.’l} instead be governed by this section as in effect after Decem-
r 1978.%,

INCREASE IN OLD-AGE BENEFIT AMOUNTS FOR DELAYED RETIREMENT

Sec. 203. Section 202(w) gl) of Social Security Act is amended— 42 USC 402.

(1) by striking out “If the first month” and all that follows

down through “to such individual” in the matter preceding sub-

paragraph FA) and inserting in lieu thereof “The amount of an

old-age insurance benefit (other than a benefit based on a primar

insurance amount determined under section 215 (a) (3)d) which 15 Ante, p. 1514.

payable without regard to this subsection to an individual”; and
(2) by inserting after “such amount,” in subparagraph (A) the

following: “or, in the case of an individual who first becomes eli-

gible for an old-age insurance benefit after December 1978, one-

quarter of 1 percent of such amount,”.

WIDOW’'S AND WIDOWER'S INSURANCE BENEFITS IN CASES OF
DELAYED RETIREMENT

Sec. 204. (ag Section 202(e) (2) (A) of the Social Security Act is Post, p. 1545.
amended (1) by inserting “(as determined after application of the

following sentence)” after “primary insurance amount”, and (2) by

adding at the end thereof the ¥ollowing new sentence: “I1f such deceased

individual was (or upon application would have been) entitled to an

old-age insurance benefit which was increased (or subject to being

increased) on account of delayed retirement under the provisions o

subsection (w), then, for purposes of this subsection, such individual’s Supra.
primary insurance amount, if less than the old-age insurance benefit

(increased, where applicable, under section 215(f) (5) or (6) and 42 USC 415,
under section 215 (i}. as if such individual were still alive in the case of Ane, pp. 1514,
an individual who has died) which he was receiving (or would upon 1521.
application have received) for the month prior to the month in which

he died, shall be deemed to be equal to such old-age insurance benefit,
and_(notwithstanding the provisions of paragraph (3) of such sub-

section (w) the number of increment months shall include any month

in the months of the calendar year in which he died, prior to the

month in which he died, which satisfy the conditions in paragraph

(2) of such subsection (w).”.
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(b) Section 202(e) (2) (B) Si) of such Act is amended by inserting
::ﬁn('i se;?tion 215(£) (5) or (6) were applied, where applicable,” after
ving”.

(e) %ection 202(f) (3) (A) of such Act is amended (1) by inserting
“(as determined after application of the following sentence)” after
“primary insurance amount”, and (2) by adding at the end thereof
the following new sentence: “1f such deceased individual was (or upon
application would have beene‘ entitled to an old-age insurance benefit
which was increased (or subject to being increased) on account of
delayed retirement under the provisions of subsection (w), then, for
purposes of this subsection, such individual’s primary insurance
amount, if less than the old-age insurance benefit (increased, where
applicable, under section 215(f) (5) or (6) and under section 215(i)
as 1f such individual were still alive in the case of an individual who
has died) which she was receiving (or would upon application have
received) for the month prior to the month in which she died, shall be
deemed to be equal to such old-age insurance benefit, and (notwith-
standing the provisions of paragraph (3) of such subsection (w)) the
number of increment months shall include any month in the months
of the calendar year in which she died, prior to the month in which
she died, which satisfy the conditions in paragraph (2) of such sub-
section (w).”.

(d) Section 202 (f) (3) (B) (i) of such Act is amended by inserting
‘:ii:nd se?tion 215(f) (5) or (6) were applied, where applicable,” after
“living”.

(e) Section 203(a) of such Act (as amended by section 202 of this
Act) is further amended by adding at the end thereof the following
new paragraph:

“(8) When—

“(A) one or more persons were entitled (without the applica-
tion of section 202(j) (1)) to monthly benzfits under section 202
for May 1978 on the basis of the wages and self-employment
income of an individual,

“(B) the benefit of at least one such person for June 1978 is
inereased by reason of the amendments made by section 204 of
the Social Security Amendments of 1977 ; and

“(C) the total amount of benefits to which all such persons are
entitled under such section 202 are reduced under the provisions
of this subsection (or would be so reduced except for the first
sentence of section 203(a) (4) ),

then the amount of the benefit to which each such person is entitled
for months after May 1978 shall be inecreased (after such reductions
are made under this subsection) to the amount such benefits would
have been if the benefit of the person or persons referred to in subpara-
graph (B) had not been so increased.”.

CONFORMING AMENDMENTS

Skc. 205. (a) Section 202(m) (1) of the Social Security Aect is
amended to read as follows:

“(1) In any case in which an individual is entitled to a monthly
benefit under this section on the basis of a primary insurance amount
computed under section 215 (a) or (d), as in effect after December
1978, on the basis of the wages and self-employment income of a
deceased individual for any month and no other person is (without
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the application of subsection (j)(1)) entitled to a monthly benefit
under this section for that month on the basis of such wages and
self-employment income, the individual’s benefit amount for that
month, prior to reduction under subsection (k) (3), shall not be less
than that provided by subparagraph (C) (i) (I) of section 215 (a) (1)
and increased under section 215 (ijJ for months after May of the year
in which the insured individual died as though such benefit were a
primary insurance amount.”.

(b) Section 202(w) of such Act (as amended by section 203 of this
Act) is further amended—

(1) by inserting after “section 215(a) g» ” in paragraph (1)
(in the matter preceding subparagraph ( )2 the following: “as
in effect in December 1978 or section 215(a) (1) (C) (i) (II) as in
effect thereafter”;

(2) by inserting “as in effect in December 1978, or section 215
(2) (i) (C) (1) (I1) as in effect thereafter,” after “paragraph (3)
of section 215(a)” in paragraph £5) ;and

(3) I‘le insertinf “(whether before, in, or after December 1978)”
after “determined under section 215(a)” in paragraph (5).

(¢) Section 217 (b) (1) of such Act is amended by inserting “as in
effect in December 1978” after “section 215(c)” each place it appears,
and after “section 215(d)”.

(d) Section 224(a) of such Act is amended by inserting “(deter-
mined under section 215(b) as in effect prior to January 1979)” after
“(A) the average monthly wage” in the sentence immediately follow-
ing paragraph (8).

(e) Section 1839(c)(3) (B) of such Act is amended to read as
follows:

“(B) the monthly premium rate most recently promulgated by
the Secretary under this paragraph, il:lcrtmsm:ly by a percentage
determined as follows: The Secretary shall ascertain the primary
insurance amount computed under section 215(a) (1), based upon
average indexed monthly earnings of $900, that applied to indi-
viduals who became eligible for and entitled to old-age insurance
benefits on May 1 of the year of the promulgation. He shall
increase the monthly premium rate by the same percentage by
which that primary insurance amount is increased when, by reason
of the law in effect at the time the promulgation is made, it is so
computed to apply to those individuals on the following May 1.”.

EFFECTIVE DATE

Sec. 206. The amendments made by the provisions of this title other
than sections 201(d), 204, and 205 (a) shall be effective with respect to
monthly benefits under title IT of the Social Security Act payable for
months after December 1978 and with respect to lump-sum death pay-
ments with respect to deaths occurring after such month. The amend-
ments made by section 201 (d) shall be effective with respect to monthly
benefits of an individual who becomes eligible for an old-age or dis-
ability insurance benefit, or dies. after December 1977. The amend-
ments made by section 204 shall be effective with respect to monthly
benefits for months after May 1978. The amendment made by section
205(a) shall be effective with respect to monthly benefits payable for
months after December 1978 based on the wages and self-employment
income of individuals who die after December 1978.
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TITLE ITI—-OTHER CHANGES IN PROVISIONS RELATING
TO THE OLD-AGE, SURVIVORS, AND DISABILITY IN-
SURANCE PROGRAM

Part A—CaANGEs 1N EArNINGSs TEST
LIBERALIZATION OF EARNINGS TEST FOR INDIVIDUALS AGE 65 AND OVER

Sec. 301. (a) Section 203(f) (8) (A) of the Social Security Act is
amended by striking out “a new exempt amount which shall be effective
(unless such new exempt amount is prevented from becoming effective
by subparagraph (C) of this pamgraf)h) with respeet to any individ-
ual’s taxable year which ends after the calendar year” and inserting
in lieu thereof “the new exempt amounts (separately stated for indi-
viduals described in subparagraph (D) and for other individuals)
which are to be applicable tgmless prevented from becoming effective
by subparagraph ‘510)) with respect to taxable years ending in (or
with the close of) the calendar year after the calendar year”.

(b) (1) Section 203(f)(8) (B) of such Act is amended by striking
out “The exempt amount for each month of a particular taxable year
shall be” in the matter preceding clause (1) and inserting in lieu thereof
“Except as otherwise provided in subparagraph (D), the exempt
amount which is applicable to individuals described in such subpara-
graph and the exempt amount which is applicable to other individ-
uals, for each month of a particular taxable year, shall each be”.

(2) Section 203(f) (8) (B) (i) of such Act is amended by striking
out “the exempt amount” and inserting in lieu thereof “the corre-
sponding exempt amount”,

(3) The last sentence of section 203(f)(8)(B) of such Act is
amended by striking out “the exempt amount” and inserting in lieu
thereof “an exempt amount”,

(¢) (1) Section 203(f{ (8) of such Act is further amended by add-
ing at the end thereof the following new subparagraph:

“(D) Notwithstanding any other provision of this subsection,
the exempt amount which is applicable to an individual who has
attained age 65 before the close of the taxable year involved—

“(1) shall be $333.3314 for each month of any taxable year
ending after 1977 and before 1979,

“(i1) shall be $375 for each month of any taxable year
ending after 1978 and before 1980,

(i) shall be mlﬁ.ﬁﬁ%? for each month of any taxable year
ending after 1979 and before 1981,

“(iv) shall be $458.3314 for each month of any taxable year
ending after 1980 and before 1982, and

“(v) shall be $500 for each month of any taxable year end-
ing after 1981 and before 1983.”.

(2) No notification with respect to an increased exempt amount for
individuals described in section 203(f) (8) (D) of the Social Security
Act (as added by paragraph (1) of this su tionf) shall be required
under the last sentence of section 203 (f) %8) (B) of such Act in 1977,
1978, 1979, 1980, or 1981 ; and section 203 (f) (8) (C) of such Act shall
not prevent the new exempt amount determined and published under
section 203(f) (8) (A) in 1977 from becoming effective to the extent
that such new exempt amount applies to individuals other than those
deseribed in section 203 (f) (8) (D) of such Act (as so added).

(@) Subsestions (1) (1), (1) (3), (£) (4) (B), and (B) (1)(A) of
section 203 of such Aect are each amended by striking out “$200 or the
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exempt amount” and inserting in lien thereof “the applicable exempt
amount”.

(e) The amendments made by this section shall apply with respect
to taxable years ending after December 1977,

REPEAL OF EARNINGS LIMITATION FOR INDIVIDUALS AGE 70 AND OVER

Sec. 302. (a) Subsections (c) (1), (d) (1), (£f) (1) (B), and (j) of
section 203 of the Social Secur%t(y Z&c(t a.r(e e)mcix m(ngr::ded by stl('il];ing
out “seventy-two” and inserting in lieu thereof “seventy”.

(b) Subsection (f) (3)_ of section 203 of such Act is amended by
striking out “age 72” and inserting in lieu thereof “age 70",

(¢) Subsection (h) (1) (A) of section 203 of such Act is amended by
striking out “the age of 72” and “age 72" and inserting in lieu thereof
in each instance “age 707,

(d) The heading of subsection (j) of section 203 of such Act is
aglended,})y striking out “Seventy-two” and inserting in lien thereof
“Seventy”.

(e) Tjile amendments made by this section shall apply only with
respect to taxable years ending after December 31, 1981.

ELIMINATION OF MONTHLY EARNINGS TEST

Sec. 303, (a) Clause (E) of the last sentence of section 203(f) (1}
of the Social Security Act (as amended by section 301(d) of this Act
is further amended by inserting before the period at the end thereof
the following: ¢, if such month is in the taxable year in which occurs
the first month that is both (i) a month for which the individual is
entitled to benefits under subsection (a), (b), (c{, (d), (e), (), (2),
or (h) of section 202 (without having been entitled for the preceding
month to a benefit under any other of such subsections), and (ii) a
month in which the individual did not engage in self-employment and
did not render services for wages (determined as provided in para-
graph (5)) of more than the applicable exempt amount as deter-
mined under paragraph (8)”.

(b) The amendment made by subsection (a) shall apply only with
respect to monthly benefits payable for months after December 1977,

Part B—CovERAGE

STUDY OF UNIVERSAL COVERAGE

Sec. 311. (a) The Secretary of Health, Education, and Welfare is
directed to undertake, as soon as possible after the date of the enact-
ment of this Act, a thorough study with respect to the extent of the cov-
erafe under the old-age, survivors, and disability insurance programs
and under the programs established by title XVIII of the Social
Security Act. The study shall examine the feasibility and desirability
of covering, under such social security programs, Federal employees,
State and local ﬁovermnental employees, and employees of non-profit
organizations who are not now covered. The study shall include alter-
native methods of accomplishing such coverage together with any
appropriate alternatives to extenging coverage to suc%rleemp]oyees.

(b) With respect to each major alternative method or proposal
included in the study described in subsection (a), such study shall also
include an analysis of the changes which would be required in the pro-
_ grams established by the Social Security Act and in any other systems

or programs (such as retirement, survivorship, disability, and health
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programs) affecting the individuals who would be covered under such
social security iro rams under such alternative method uj?rl;cfl:oposall
Such analysis aﬁ include the structural changes req in such
programs, the financial impact of such changes, and the effect of such
changes on the benefit rights and contribution liabilities of the affected
individuals.

(¢) In conducting the study required bljlvnsubsection (a), the Secre-
tﬁl‘{1 of Health, Education, and Welfare shall consult, as appropriate,
with the Secretary of the Treasury, the Director of the Office of Man-
agement and Budget, and the Chairman of Civil Service Commission,
and those officials shall provide him with such information and assist-
ance as he may require. The Secretary shall also solicit the views of
other appropriate officials and organizations.

(d) The Secretary of Health, IEducation, and Welfare shall submit
to the President and the Congress, not later than 2 years after the date
of the enactment of this Act, a report of the findings of the study
required by subsection (a) together with his recommendations for any
appropriate legislative changes.

COVERAGE OF NONPROFIT ORGANIZATIONS WHICH FAILED TO FILE WAIVER
CERTIFICATES

Skc. 312. (a) (1) Section 3121 (k} (5) of the Internal Revenue Code
of 1954 (relating to constructive filing of certificate where refund or
credit has been made and new certificate is not filed) is amended—

(A) by striking out “prior to the expiration of 180 days after
the date of the enactment of this paragraph,” in subparagraph
(B) and inserting in lieu thereof “prior to April 1, 1978,”; and

(B) by striking out “the 181st day after the date of the enact-
ment of this paragraph,” and “such 181st day” in the matter
following subparagraph (B) and inserting in lieu thereof in
each instance *April 1, 1978,”.

(2) Section 3121 (k) (7) of such Code (relating to payment of both
employee and employer taxes for retroactive period by organization
in cases of constructive ﬁling) is amended—

(A) by striking out “prior to the expiration of 180 days after
the date of the enactment of this paragraph” and inserting in lieu
thereof “prior to April 1, 1978,”;

(B) by striking out “the 181st day after such date,” and
inserting in lieu thereof “April 1, 1978,”; and

(C) by striking out “prior to the first day of the calendar
quarter 1n which such 181st day occurs” and inserting in lieu
thereof “prior to that date”.

(3) Section 3121 (k) (8) of such Code (relating to extended period
for payment of taxes for retroactive coverage) is amended—

(A) by striking out “by the end of the 180-day period follow-
'm% the date of the enactment of this paragraph” and inserting
in lieu thereof “prior to April 1, 1978,”;

(B) by striking out “within that period” and inserting in lieu
thereof “prior to April 1, 1978”; and

(C) by striking out “on the 181st day following that date”
and inserting in lieu thereof “on that date”.

(b) (1) Section 3121 (k) (4) of such Code (relating to constructive
filing of certificate where no refund or credit of taxes has been made)
is amended by adding at the end thereof the following new sub-

paragraph:
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%(C) In the case of any organization which is deemed under Waiver .
this paragraph to have filed a valid waiver certificate under certificate, filing.
paragraph (1),1f— I ) f

“(i) the period with respect to which the taxes imposed
by sections 3101 and 3111 were paid by such organization 4ne, p. 1510,
815 described in subparagraph (A) (ii)) terminated prior to Post, p. 1540.
ctober 1, 1976, or ‘;”""" P 155132.}
“(ii) the taxes imposed by sections 8101 and 3111 were 2% PP 1537,
not paid during the period referred to in clause (i) '
(whether such period has terminated or not) with respect
to remuneration paid by such organization to individuals
who became its employees after the close of the calendar
quarter in which sucg period began,
taxes under sections 3101 and 3111—
“(iii) in the case of an organization which meets the
requirements of this subparagraph by reason of clause
(1), with respect to remuneration paid by such organization
after the termination of the period referred to in clause (i)
and prior to July 1,1977; or
“(iv) in the case of an organization which meets the
uirements of this subparagraph by reason of clause
‘Eei%, with respect to remuneration paid prior to July 1,
1977, to individuals who became its emp?oyees after the
close of the calendar quarter in which the period referred
to in clause (i) began,
which remain unpaid on the date of the enactment of this
subparagraph, or which were paid after October 19, 1976, but
prior to the date of the enactment of this subparagraph, shall
not be due or payable (or, if paid, shall be refunded); and
the certificate which such organization is deemed under this
paragraph to have filed shall not apply to any service with respect
to the remuneration for which the taxes imposed by sections 3101
and 3111 (which remain unpaid on the date of the enactment of
this subparagraph, or were paid after October 19, 1976, but prior
to the date of the enactment of this subparagraph) are not due
and payable (or are refunded) by reason of the preceding
provisions of this subparagraph. In applying this subparagraph
for purposes of title IT of the Socia{) Security Act, the period 42 USC 401.
during which reports of wages subject to the taxes imposed hy
sections 3101 and 3111 were made by any organization may be
conclusively treated as the period describm? in subparagraph
(A) (ii)) during which the taxes imposed by such sections were
paid by such organization.”.
(2) Section 8121(k) (4) (A) of such Code is amended by inserting 26 USC 3121.
“(subject to subparagraph (C))” after “effective” in the matter fol-
lowing clause (ii).
(3) Section 3121(k) (8) of such Code (relating to application of
certain provisions to cases of constructive filing) is amended by insert-
ing “(except as provided in paragraph (4)(C))” after “services
involved” in the matter preceding subparagraph (A).
(4) Section 3121(k) (4) of such Code is amended by striking out
“date” in subparagraph (B)(ii) and inserting in lieu thereof “first
day of the calendar quarter”.
(¢) In any case where— 26 USC 3121

(1) an individual performed service, as an emplovee of an "ot

organization which is deemed under section 3121(k) (4) of the
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Internal Revenue Clode of 1954 to have filed a waiver certificate
under section 3121 (k) (1) of such Code, on or after the first day
of the applicable period described in subparagraph (A) (ii) of
such section 3121 (E; (4) and before July 1, 1977; and

(2& the service so performed does not constitute employment
(as defined in section 210(a) of the Social Security Act and sec-
tion 3121(b) of such Code) because the waiver certificate which
the organization is deemed to have filed is made inapplicable to
such service by section 3121 (k) (4) (C) of such Code, but would
constitute employment (as so defined) in the absence of such sec-
tion 3121 (k) (4) (C),

the remuneration paid for such service shall, upon the request of such
individual (filed on or before April 15, 1980, in such manner and form,
and with such official, as may be prescribed by regulations made under
title IT of the Social Security Act) accompanied by full payment of
all of the taxes which would have been paid under section 3101 of such
Code with respect to such remuneration but for such section 3121 (k)
(4) (C) (or by satisfactory evidence that appropriate arrangements
have been made for the payment of such taxes in installments as pro-
vided in section 3121( k?(s) of such Code), be deemed to constitute
remuneration for employment as so defined. In any case where remu-
neration paid by an organization to an individual is deemed under
the preceging sentence to constitute remuneration for employment,
such organization shall be liable (notwithstanding any other provision
of such Code) for payment of the taxes which it would have been
required to pay under section 3111 of such Code with respect to such
remuneration in the absence of such section 3121 (k) (4) (C).

(d) Section 3121(k)(8) of the Internal Revenue Code of 1954
(relating to extended period for payment of taxes for retroactive
coverage), as amended by subsection (a) (3) of this section, is amended
to read as follows:

“(8) EXTENDED PERIOD FOR PAYMENT OF TAXES FOR RETROACTIVE
coveraGE.—Notwithstanding any other provision of this title, in
any case where—

“(A) an organization is deemed under paragraph (4) to
have filed a valid waiver certificate under paragraph (1),
but the applicable period deseribed in paragraph (4) (A) (ii)
has terminated and part or all of the taxes imposed by sec-
tions 3101 and 3111 with respect to remuneration paid by
such organization to its employees after the close of such
period remains payable notwithstanding paragraph (4) (C),

or
“(B) an organization described in paragraph (5) (A) files
a valid waiver certificate under paragraph (1) by March 31,
1978, as described in paragraph (5) (B), or (not having filed
such a certificate by that date) is deemed under paragraph
(5) to have filed such a certificate on April 1, 1978, or
“(C) an individual files a request under section 3 of Public
Law 94-563, or under section 312(c) of the Social Security
Amendments of 1977, to have service treated as constituting
remuneration for employment (as defined in section 3121(b)
and in section 210(a) of the Social Security Act),
the taxes due under sections 8101 and 3111 with respect to services
constituting employment by reason of such certificate for any
period prior to the first day of the calendar quarter in which the
date of such filing or constructive filing occurs, or with respect to
service constituting employment by reason of such request, may
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be paid in installments over an appropriate period of time, as
determined under regulations prescribed by the Secretary, rather
than in a lump sum.”. )

(e) The first sentence of section 3 of Public Law 94-563 (in the
matter following paragraph (3)) is amended—

Elg by inserting “on or before April 15,1980,” after “filed” ; and

2) by inserting “(or by satisfactory evidence that appropriate
arr ents have been made for the repayment of such taxes in
installments as provided in section 3121(k) (8) of such Code)”
after “so refunded or credited”.

(f) Section 3121(k)(4)(A) (i) of the Internal Revenue Code of
1954 (relating to constructive filing of certificate where no refund or
credit of taxes has been made) is amended by striking out “or any
subsequent date” and inserting in lieu thereof “(or. if later, as of the
earliest date on which it satisfies clause (ii) of this subparagraph.)”.

(g) Section 3121 (k) (4) (B) of such Code (relating to constructive
filing of certificate where no refund or credit of taxes has been made) is
amended—

(1) by striking out the period at the end of clause (i1) and

inserting in lieu thereof ©, or”; and
(2) by adding after clause (ii) the following new clause:
“(iii) the organization, prior to the end of the period

referred to in clause (ii) of such subparagraph (and, in
the case of an organization organized on or before Octo-
ber 9, 1969, prior to October 19, 1976), had applied for a
ruling or determination letter acknowledging it to be exem&)t
from income tax under section 501 (¢) (3), and it subsequently
received such ruling or determination letter and did not pay
any taxes under sections 3101 and 3111 with respect to an
employee with respect to any quarter ending after the twelfth
month following the date of mailing of such ruling or deter-
mination letter and did not pay any such taxes with respect
to any quarter beginning after the later of (I) December
31, 1975 or (II) the date on which such ruling or determina-
tion letter was issued.”.

(h) The amendments made by subsections (a), (b), (d), (e), (f),
and (g) of this section shall be effective as though they had been
included as a part of the amendments made to section 3121 (k) of the
Internal Revenue Code of 1954 by the first section of Public Law
94-563 (or, in the case of the amendments made by subsection (e),
as a part of section 3 of such Public Law).

EXCLUSION FROM COVERAGE OF CERTAIN LIMITED PARTNERSHIP INCOME

Src. 313, (a) Section 211(a) of the Social Security Act is amended—
(1; by striking out “and” at the end of paragraph (9);
(2) by striking out the period at the end of paragraph (10)
and inserting in lieu thereof “; and” ; and

(3) by inserting after paragraph (10) the following new
paragraph :

“(11) There shall be excluded the distributive share of any item
of income or loss of a limited partner, as such, other than guar-
anteed payments described in section 707(c) of the Internal
Revenue Code of 1954 to that partner for services actually ren-
dered to or on behalf of the partnership to the extent that those
payments are established to be in the nature of remuneration for
those services.”.
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(b) Section 1402(a) of the Internal Revenue Code of 1954 (relating
to definition of net earnings from self-employment) is amended—

(1) by striking out “and” at the eng ug paragraph (th) i

(2) by striking out the period at the end of paragraph (11) and
inserting in lieu thereof *; and”; and

(3) by inserting after paragraph (11) the following new
paragraph:

“(12) there shall be excluded the distributive share of any item
of income or loss of a limited partner, as such, other than guar-
anteed payments described in section 707 éc) to that partner for
services actually rendered to or on behalf of the partnership to
the extent that those payments are established to be in the nature
of remuneration for those services.”.

(¢) The amendments made by this section shall apply with respect
to taxable years beginning after mber 31, 1977.

EMPLOYEES OF MEMBERS OF RELATED GROUPS OF CORPORATIONS

Sec. 314. (a) Section 3121 of the Internal Revenue Code of 1954
(definitions for purposes of the Federal Insurance Contributions Act)
is amended by adding at the end thereof the following new subsection :

“(s) ConcurrenT EmpPrLoyMENT BY Two or More Exprovers.—For
purposes of sections 3102, 3111, and 3121(a) (1), if two or more related
corporations eoncurrently employ the same individual and compen-
sate such individual through a common paymaster which is one of such
corporations, each such corporation shall be considered to have paid
as remuneration to such individual only the amounts actually dis-
bursed by it to such individual and shall not be considered to have
paid as remuneration to such individual amounts actually dishursed
to such individual by another of such corporations.”.

(b) Section 3306 of such Code (relating to definitions in respect. of
unemployment tax) is amended by adding at the end thereof the fol-
lowing new subsection :

“(p) Concurrent EmMproymenT BY Two or More EmMproyers.—For
purposes of sections 3301, 3302, and 3306 (b) (1), if two or more related
corporations concurrently employ the same individual and compensate
such individual through a common paymaster which is one of such
corporations, each such corporation shall be considered to have paid as
remuneration to such individual only the amounts actually disbursed
by it to such individual and shall not be considered to have paid as
remuneration to such individual amounts actually disbursed to such
individual by another of such corporations.”.

(¢) The amendments made by this section shall apply with respect
to wages paid after December 31, 1978.

TAX ON EMPLOYERS OF INDIVIDUALS WHO RECEIVE INCOME FROM TIPS

Src. 315. (a) Section 3121 of the Internal Revenue Code of 1954
(definitions for purposes of the Federal Insurance Contributions Act)
is amended by adding at the end thereof (after the new subsection
added by section 314 (a) of this Act) the following new subsection :

“(t) SerciaL Rure For DeTERMINING WAGES SUBTECT To EMPLOYER
Tax 1xv Case oF Cerraiy Emprovers WHosE EmprLoYEES RECEIVE
Income From Tres.—If the wages paid by an emdplo er with respect to
the employment during any month of an individual who (for services
performed in connection with such employment) receives tips which
constitute wages, and to which section 3102(a) applies, are less than
the total amount which would be payable (with respect to such
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employment) at the minimum wage rate applicable to such individual
under section 6(a)(1) of the Fair Labor Standards Act of 1938
(determined without regard to section 3(m) of such Act), the wages so
paid shall be deemed for purposes of section 3111 to be equal to such
total amount.”.

(b) Section 8111 of such Code is amended by inserting “and (t)”
after “3121(a)” in subsections (a) and (b).

(¢) The amendments made by this section shall apply with respect
to wages paid with respect to employment performed in months after
December 1977.

REVOCATION OF EXEMPTION FROM COVERAGE BY CLERGYMEN

Sec. 316. (a) Notwithstanding section 1402(e) (3) of the Internal
Revenue Code of 1954, any exemption which has been received under
section 1402(e) (1) of such Code by a duly ordained, commissioned, or
licensed minister of a church or a Christian Science practitioner, and
which is effective for the taxable year in which this Act is enacted,
may be revoked by filing an application therefor (in such form and
manner, and with such official, as may be prescribed in regulations
made under chapter 2 of such Code), 1f such application is filed—

(1) before the applicant becomes entitled to benefits under sec-
tion 202(a) or 223 of the Social Security Act (without regard to
section 202(j) (1) or 223(b) of such Act), and

(2) no later than the due date of the Federal income tax return
(including any extension thereof) for the applicant’s first taxable
year beginning after the date of the enactment of this Act.

Any such revocation shall be effective (for purposes of chapter 2 of
the Internal Revenue Code of 1954 and title IT of the Social Security
Act), as specified in the application, either with respect to the appli-
cant’s first taxable year ending on or after the date of the enactment
of this Act or with respect to the applicant’s first taxable year begin-
nin% after such date, and for all succeeding taxable years; and the
applicant for any such revocation may not thereafter again file appli-
cation for an exemption under such section 1402 (e) (1). If the appli-
cation is filed on or after the due date of the applicant’s first taxable
year ending on or after the date of the enactment of this Act and is
effective with respect to that taxable year, it shall include or be accom-
panied b¥' payment in full of an amount equal to the total of the taxes
that would have been imposed by sectiot 1401 of the Internal Revenue
Code of 1954 with respect to al{of the applicant’s income derived in
that taxable year which would have constituted net earnings from
self-employment for purposes of chapter 2 of such Code (notwith-
standing section 1402(c) (4) or Ec) (5) of such Code) except for the
exemption under section 1402 (e) (1) of such Code.

(b) Subsection (a) shall apply with respect to service performed
(to the extent specified in such subsection) in taxable years ending
on or after the date of the enactment of this Act, and with respect to
monthly insurance benefits payable under title IT of the Social Secu-
rity Act on the basis of the wages and self-employment income of any
individual for months in or after the calendar year in which such indi-
vidual’s application for revocation (as described in such subsection)
is filed (and lump-sum death payments payable under such title on
the basis of such wages and self-employment income in the case of
deaths occurring in or after such calendar year).
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INTERNATIONAL AGREEMENTS WITH RESPECT TO SOCIAL BECURITY
BENEFITS

Sec. 817. (a) Title II of the Social Security Act is amended by
adding at the end thereof the following new section :

“INTERNATIONAL AGREEMENTS
“Purpose of Agreement

“Sgc. 233. (a) The President is authorized (subject to the succeeding
provisions of this section) to enter into agreements establishing totali-
zation arrangements between the social security system established
by this title and the social security system of any foreign country, for
the purposes of establishing entitlement to and the amount of old-
age, survivors, disability, or derivative benefits based on a combina-
tion of an individual’s periods of coverage under the social security
system established by this title and the social security system of such

foreign country. "
ions

“(b) For the purposes of this section—

“(1) the term ‘social security system’ means, with respect to a
foreign country, a social insurance or pension system which is
of general application in the country and under which periodic
benefits, or the actuarial equivalent thereof, are paid on account
of old age, death, or disability ; and

“(2) the term ‘period of coverage’ means a period of payment
of contributions or a period of earnings based on wages for
employment or on self-employment income, or any similar period
recognized as equivalent thereto under this title or under the
social security system of a country which is a party to an agree-
ment entered into under this section.

“Crediting Periods of Coverage; Conditions of Payment of Benefits

“(c) (1) Any agreement establishing a totalization arrangement
pursuant to this section shall provide—

“(A) that in the case of an individnal who has at least 6 quar-
ters of coverage as defined in section 213 of this Act and periods of
coverage under the social security system of a foreign cmmt.rﬁ
which is a party to such agreement, periods of coverage of sue
individual under such social security system of such foreign coun-
try may be combined with periods of coverage under this title and
otherwise considered for the purposes of establishing entitle-
ment to and the amount of old-age, survivors, and disability
insurance benefits under this title;

“(B) (i) that employment or self-employment, or any service
which is recognized as equivalent to employment or self-employ-
ment under this title or the social security system of a forei
country which is a party to such agreement, shall, on or after the
effective date of such agreement, result in a period of coverage
under the system established under this title or under the system
established under the laws of such foreign country, but not under
both, and (ii) the methods and conditions for determining under
which system employment, self-employment, or other service shall
result in a period of coverage ; and
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“(C) that where an individual’s periods of cove are con-
bined, the benefit amount payable under this title shall be based
on the proportion of such individual’s periods of coverage which
was completed under this title,

“(2) Any such agreement may provide that—

“(A) an individual who is entitled to cash benefits under this
title shall, notwithstanding the provisions of section 202(t),
receive such benefits while he resides in a foreign country which is
a party to such agreement ; and

., “(B) the benefit paid by the United States to an individual who
legally resides in the United States shall, if less when added to the
benefit paid by such foreign country than the benefit amount
which would be payable to an entitled individual based on the
first figure in (or deemed to be in) column IV of the table in sec-
tion 215(a) in the case of an individual becoming eligible for
such benefit before January 1, 1979, or based on a primary insur-
ance amount determined under section 215(a) (1) (C) (i) (I) in
the case of an individual becoming eligible for such henefit on or
after that date, be increased so that the total of the two benefits
is equal to the benefit amount which would be so payable.

“(8) Section 226 shall not ap{))ly in the case of any individual to
whom it would not be applicable but for this section or any agreement
or regulation under this section.

“(4) Any such agreement may contain other provisions which are
not inconsistent with the other provisions of this title and which the
President deems appropriate to carry out the purposes of this section.

“Regulations

*(d) The Secretary of Health, Education, and Welfare shall make
rules and regulations and establish procedures which are reasonable
and necessary to implement and administer any agreement which has
been entered into in accordance with this section.

“Reports to Congress ; Effective Date of Agreements

“(e) (1) Any agreement to establish a totalization arrangement
entered into pursuant to this section shall be transmitted by the Presi-
dent to the Congress together with a report on the estimated number
of individuals who will be affected by the agreement and the effect of
the agreement on the estimated income and expenditures of the pro-
garams established by this Aect.

“(2) Such an agreement shall become effective on any date,
provided in the agreement, which occurs after the expiration of the
period (following the date on which the agreement is transmitted in
accordance with paragraph (1)) during which each House of the Con-

has been in session on each of 90 days; except that such agree-
ment shall not become effective if, during such period, either House of
the Congress adopts a resolution of disapproval of the agreement.”.

(b) (1) Section 1401 of the Internal Revenue Code of 1954
is amended by adding at the end thereof the following new subsection:

“(c) Revier From Taxes v Cases Coverep BY Cgm’mm INTERNA-
TIONAL AGREEMENTS.—During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Security
Act with any foreign country, the self-employment income of an
individual shall be exempt from the taxes imposed by this section to the
extent that such self-employment income is snbjeet under such agree-
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ment to taxes or contributions for similar purposes under the social
security system of such foreign country.”.

(2) Sections 3101 and 3111 of such Code are each amended by add-
ing at the end thereof the following new subsection :

“(c) Reuer From Taxes 1x Cases CoveErep BY CERTAIN INTERNA-
TIONAL AGREEMENTs.—During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Security
Act with any foreign country, wages received by or paid to an individ-
ual shall be exempt from the taxes imposed by this section to the
extent that such wages are subject under such agreement to taxes or
contributions for similar purposes under the social security system
of such foreign country.”.

(3) Section 6051(a) of such Code is amended by adding at the end
thereof the following new sentence: “The amounts required to be
shown by paragraph (5) shall not include wages which are exempted
pursuant to sections 3101(c) and 3111(c) from the taxes impose%l by
sections 3101 and 3111.7.

(4) Notwithstanding any other provision of law, taxes paid by any
individual to any foreign country with respect to any period of
employment or self-employment which is covered under the social secu-
rity system of such foreign country in accordance with the terms of
an agreement entered into pursuant to section 233 of the Social Security
Act shall not, under the income tax laws of the United States, be
deductible by, or ereditable against the income tax of, any such
individual.

MODIFICATION OF AGREEMENT WITH ILLINOIS TO PROVIDE COVERAGE
FOR CERTAIN POLICEMEN AND FIREMEN

Skc. 318. (a) Notwithstanding the provisions of subsection (d) (5)
(A) of section 218 of the Social gecurity Act and the references thereto
in subsections (d) (1) and (d) (3) of such section 218, the agreement
with the State of Illinois heretofore entered into pursuant to such
section 218 may, at any time prior to January 1, 1979, be modified
pursuant to subsection (c) (4) of such section 218 so as to apply to
services performed in policemen’s or firemen’s positions coverecf by
the Illinois Municipal Retirement Fund on the date of the enactment
of this Act if the State of Illinois has at any time prior to the date of
the enactment of this Act paid to the Secretary of the Treasury, with
respect to any of the services performed in such positions, the sums
preseribed pursuant to subsection (e) (1) of such section 218. For
purposes of this section, a retirement system which covers positions
of policemen or firemen shall, if the State of Illinois so desires, be
deemed to be a separate retirement system with respect to the positions
of such policemen or firemen, as the case may be. )
(b) Notwithstanding the provisions of subsection (f) of section
918 of the Sacial Security Act, any modification in the agreement with
the State of Illinois under subsection (a) of this section, to the extent
that it involves services performed by a policeman or fireman in posi-
tions covered under the Illinois Municipal Retirement Fund, shall be
made effective with respect to— .

(1) all services performed by policemen or firemen, in positions
to which the modification relates, on or after the date of the
enactment of this Act ; and e

(2) all services performed by such individuals in such positions
before such date of enactment with respect to which the State of
Tllinois has paid to the Secretary of the Treasury the sums pre-
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scribed pursuant to subsection (e) (1) of such section 218 at the 42 USC 418.
time or times established pursuant to such subsection (e) (1), if
and to the extent that—
(A) no refund of the sums so paid has been obtained, or
(B) a refund of part or all of the sums so paid has been
obtained but the State of Illinois repays to the Secretary of
the Treasury the amount of such refund within 90 days after
the date that the modification is agreed to by the State and
the Secretary of Health, Education, and Welfare.

COVERAGE FOR POLICEMEN AND FIREMEN IN MISSISSIPPI

Sec. 319. Section 218 (p) (1) of the Social Security Act is amended 42 USC 418.
by inserting “Mississippi,” after “Maryland,”.

COVERAGE UNDER DIVIDED RETIREMENT SYSTEM FOR PUBLIC EMPLOYEES IN
NEW JERSEY

Sec. 320. Section 218(d) (6) (C) of the Social Security Act is
amended by inserting “New Jersey,” after “Nevada,”.

COVERAGE OF BERVICE UNDER WISCONSIN RETIREMENT SYSTEM

Skc. 321. Section 218(m) (1) of the Social Security Act is amended
by inserting after “Wisconsin retirement fund” the following: “or any
successor system”,

Parr C—DBexerrr AMounTts AND ELiemiiry

ACTUARIAL REDUCTION OF BENEFIT INCREASES TO BE APPLIED AS OF TIME
OF ORIGINAL ENTITLEMENT

Sec. 331. (a) Section 202(q)(4) of the Social Security Act is 42 USC 402.
amended by striking out all that follows subparagraph (B) and
inserting in lieu thereof the following:

“then the amount of the reduction of such benefit (after the applica-
tion of any adjustment under paragraph (7)) for each month begin-
ning with the month of such increase in the primary insurance amount
shall be computed under paragraph (1) or (3), whichever applies, as
though the increased Fri_‘mary insurance amount had been in effect for
and after the month for which the individual first became entitled to
such monthly benefit reduced under such paragraph (1) or (3).".

(b) Section 202(q) of such Act is further amended by adding at the
end thereof the following new paragraphs:

“(10) For purposes of applying paragraph (4), with respect to
monthly benefits payable for any month after December 1977 to an
individual who was entitled to a monthly benefit as reduced under
paragraph (1) or (3) prior to January 1978, the amount of reduction
in such benefit for the first month for which such benefit is increased
by reason of an increase in the primary insurance amount of the indi-
vidual on whose wages and self-employment income such benefit is
based and for all subsequent months %and similarly for all subsequent
increases) shall be increased by a percentage equal to the percenta,
increase in such primary insurance amount. (such increase being made
in accordance with the provisions of paragraph (8)). In the case of
an individual whose reduced benefit under this section is increased as a
result of the use of an adjusted reduction period or an additional
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adjusted reduction period (in accordance with paragraphs (1) and (3)
of this subsection), then for the first month for which such increase is
effective, and for all subsequent months, the amount of such reduction
gafter the application of the previous sentence, if applicable) shall be
etermined— .

“(A) in the case of old-age, wife’s, and husband’s insurance
benefits, by multiplying such amount by the ratio of (i) the num-
ber of months in the afjusted reduction period to (il) number
of months in the reduction period, ,

“(B) in the case of widow’s and widower’s insurance benefits
for the month in which such individual attains age 62, by multi-
plying such amount by the ratio of (i) the number of months in
the reduction period beginning with age 62 multiplied by 1%,
of 1 percent, plus the number of months in the adjusted reduction
period prior to age 62 multiplied by 19, of 1 percent, plus the
number of months in the adjusted additional reduction period
multiplied by 43449 of 1 percent to (ii) the number of months
in the reduction period multiplied by 194 of 1 percent, plus the
number of months in the additional reduction period multiplied
by 4364, of 1 percent, and

“(C) in the case of widow’s and widower’s insurance benefits
for the month in which such individual attains age 65, by multi-
plying such amount by the ratio of (i) the number of months in
the adjusted reduction period multiplied by 184, of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 4344, of 1 percent to (ii) the number of
months in the reduction period beginning with age 62 multiplied
by 1949 of 1 percent, plus the number of months in the adjusted
reduction period prior to age 62 multiplied by 194, of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 434,, of 1 percent.

such determination being made in accordance with the provisions of
paragraph (8).

“(11) When an individual is entitled to more than one monthly
benefit under this title and one or more of such benefits are reduced
under this subsection, paragraph (10) shall apply separately to each
such benefit reduced under this subsection before the application of
subsection (k) (pertaining to the method by which monthly benefits
are offset when an individual is entitled to more than one kind of bene-
fit) and the apﬁﬁcation of this paragraph shall operate in conjunction
with paragraph (3).”,

42 USC 402, (c) (1) Section 202(q) (7) (C) of such Act is amended by striking
out “because” and all that follows and inserting in lieu thereof
“because of the occurrence of an event that terminated her or his
entitlement to such benefits,”.

(2) Section 202(q) (3) (H) of such Act is amended by inserting “for
that month or” after “first entitled”.

Effective date. (d) The amendments made by this section shall be effective with

42 USC402 note. respect to monthly benefits payable for months after December 1977,

LIMITATION ON RETROACTIVE BENEFITS

Skc. 332. (a)(1) The first sentence of section 202(j) (1) of the
Social Security Act is amended by strik.i.nﬁl_‘:ut “An individual”
and inserting in lieu thereof “Subject to the limitations contained in
paragraph (4),an individual”.
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32) Section 202(j) of such Aect is further amended by adding at the
end thereof the following new paragraph:

“(4) (A) Except as provided in subparagraph (B), no individual
shall be entitled to a monthly benefit under subsection (a), (b), ,(Jc) ;
(e), or (f) for any month prior to the month in which he or she files
an application for benefits under that subsection if the effect of entitle-
ment to such benefit would be to reduce, pursuant to subsection (q),
the amount of the monthly benefit to which such individual wo:}ld
otherwise be entitled for the month in which such application is filed.

“(B) (1) If the individunal applying for retroactive benefits is apply-
ing for such benefits under subsection (a), and there are one or more
other persons who would (except for subparagraph (A)) be entitled
for any month, on the basis of the wages and self-employment income
of such individual and because of such individual’s entitlement to
such retroactive benefits, to retroactive benefits under subsection (b),
(e¢), or (d) not subject to reduction under subsection (q), then sub-
paragraph (A) shall not apply with respect to such month or any
subsequent month.

“(ii) If the individual applying for retroactive benefits is a widow,
surviving divorced wife, or widower and is under a disability (as
defined in section 223(d) ), and such individual would, except for sub-
paragraph (A). be entitled to retroactive benefits as a disabled widow
or widower or disabled surviving divorced wife for any month before
attaining the age of 60, then subparagraph (A) shall not apply with
respect to such month or any subsequent month.

“(iii) If the individual applying for retroactive benefits has excess
earnings (as defined in section 203 (f)) in the year in which he or she
files an application for such benefits which could, except for subpara-
graph (A), be charged to months in such f?ear prior to the month of
application, then subparagraph (A) shall not apply to so many of
such months immediatelg preceding the month of application as are
required to charge such excess earnings to the maximum extent
possible.

“(iv) As used in this subparagraph, the term ‘retroactive benefits’
means benefits to which an individual becomes entitled for a month
prior to the month in which application for such benefits is filed.”.

(3) Section 226(h) of such Act is amended by adding at the end
thereof the following new paragraph:

“(4) For purposes of determining entitlement to hospital insur-
ance benefits under subsection (b) in the case of an individual
described in clause (iii) of subsection (b)(2) (A), the entitlement of
such individual to widow’s or widower’s insurance benefits under sec-
tion 202 (e) or (f) by reason of a disability shall be deemed to be the
entitlement to such benefits that would result if such entitlement were
determined without regard to the provisions of section 202(j) (4).”.

(b) The amendments made by subsection (a) shall be effective with
respect to monthly insurance benefits under title IT of the Social
Security Act to which an individual becomes entitled on the basis of
an application filed on or after January 1, 1978.

DELIVERY OF BENEFIT CHECKS

Sec. 333. (a) Title VII of the Social Security Act is amended by
adding at the end thereof the following new section :
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“DELIVERY OF BENEFIT CHECKS

“Skc. 708, (a) If the day regularly designated for the delivery of
benefit checks under title vaor title X VI falls on a Saturday, Sunday,
or legal public holiday (as defined in section 6103 of title 5, United
States Code) in any month, the benefit checks which would otherwise
be delivered on such day shall be mailed for delivery on the first day
preceding such day which is not a Saturday, Sunday, or legal public
holiday (as so defined), without regard to whether the delivery of
such checks would as a result have to be made before the end of the
month for which such checks are issued.

“(b) If more than the correct amount of payment under title IT or
XVTI is made to any individual as a result of the receipt of a benefit
check pursuant to subsection (a) before the end of the month for
which such check is issued, no action shall be taken (under section
204 or 1631 (b) or otherwise) to recover such payment or the incor-
rect portion thereof.”.

(b) The amendment made by subsection (a) of this section shall
apply with respect to benefit checks the regularly designated day for
delivery of which occurs on or after the thirtieth day after the date
of the enactment of this Act.

REDUCED BENEFITS FOR SPOUSES RECEIVING GOVERNMENT PENSIONS

Sec. 334. (a) (1) Section 202(b) (2) of the Social Security Act is
amended by inserting after “subsection (q)” the following : “and para-
graph (4) of this subsection”.

(2) Section 202(b) of such Act is further amended by adding at
the end thereof the following new paragraph:

“(4) (A) The amount of a wife’s insurance benefit for each month
as determined after application of the provisions of subsections (q)
and (k) shall be reduced (but not below zero) by an amount equal to
the amount of any monthly periodic benefit payable to such wife (or
divorced wife) for such month which is based upon her earnings while
in the service of the Federal Government or any State (or political
subdivision thereof, as defined in section 218(b) (2)) if, on the last
day she was employed by such entity, such service did not constitute
‘employment’ as defined in section 210.

“(B) For purpoeses of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which
is paid on other than a monthly basis, shall %a allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary) and
such equivalent monthly benefit shall constitute a monthly periodic
benefit for purposes of subparagraph (A). For purposes of this sub-
paragraph, the term ‘periodic benefit’ includes a benefit payable in a
lump sum if it is & commutation of, or a substitute for, periodic pay-
ments.”.

(b) (1) Section 202(¢) (1) of such Act is amended—

(A) by striking out subparagraph (C) 5
fB by adding “and” at the end of subparagraph (B); and
C) by redesignating subparagraph (D) as subpamgraph (C).

(2) Bection 202(c) (2) of such Act is amended to read as follows:

“(2)(A) The amount of a husband’s insurance benefit for each
month as determined after application of the provisions of subsec-
tions (q) and (k) shall be reduced (but not below zero) by an amount
equal to the amount of any monthly periodic benefit payable to such
husband for such month which is based upon his earnings while in
the service of the Federal Government or any State (or political sub-
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division thereof, as defined in section 218(b) (2)) if, on the last day
he was employed by such entity, such service did not constitute
‘employment’ as defined in section 210,

“{)B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which
is paid on other than a monthly basis, shall g: allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary) and
such equivalent monthly benefit shall constitute a monthly periodic
benefit for purposes of subparagraph (A). For purposes of this sub-

aragraph, the term ‘periodic benefit’ includes a benefit payable in a
ump sum if it is a commutation of, or a substitute for, periodic

ayments.”,

(3) Section 202(c) $3? of such Act is amended by inserting after
;‘_subsection (q)” the following: “and paragraph (2) of this subsec-

ion”.

(¢) (1) Section 202(e) (2) (A) of such Act qas amended by section
204 (a) of this Act) is amended by strik'mg out “paragraph (4)” in the
first sentence and inserting in lieu thereof “paragraphs (4) and (8)”.

(2) Section 202(e) of such Act is further amended by adding at the
end thereof the following new paragraph:

“(8) (A) The amount of a widow’s insurance benefit for each month
as determined (after application of the provisions of subsections (q)
and (k), paragraph (2)(B), and paragraph (4)) shall be reduced
(but not below zero) by an amount equal to the amount of any monthl,
periodic benefit payable to such widow (or surviving divorced wif_e{
for such month which is based upon her earnings while in the service
of the Federal Government or any State (or any political subdivision
thereof, as defined in section 218(b) (2)) if, on the last day she was
employed by such entity, such service did not constitute ‘employment’
as defined in section 210. .

“(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of mtbgamgraph (A), but which is

aid on other than a monthly basis, shall be allocated on a basis equiva-

ent to a monthly benefit (as determined by the Secretary) and such

equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subparagraph,
the term ‘periodic benefit’ includes a benefit payable in a lump sum
if it is a commutation of, or a substitute for, periodic payments.”.

(d) (1) Seetion 202(f) (1) of such Aect isamended—

(A) by striking out subparagraph (D) ; and
(B) by redesignating subparagraphs (E), (F), and (G) as
subparagraphs (D), (E), and (F), respectively.

(2) Section 202(£)(2) of such Act is amended to read as follows:

“(2)(A) The amount of a widower’s insurance benefit for each
month (as determined after application of the provisions of subsec-
tions (k) and (q), paragraph (3) (B), and paragraph (5)) shall be
reduced (but not below zero) by an amount equal to the amount of
any monthly periodic benefit payable to such widower for such month
which is based upon his earnings while in the service of the Federal
Goyernment or any State (or any political subdivision thereof, as
defined in section 218(b) (2)) if, on the last day he was employed by
such entity, such service did not constitute ‘employment’ as defined in
section 210,

“(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which is
paid on other than a monthly basis, shall be allocated on a basis equiv-
alent to a monthly benefit (as determined by the Secretary) and such
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equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subpara-
graph, the term ‘perlodic%eneﬁt’ includes a benefit payable in a lum
sum if it is a commutation of, or a substitute for, periodic payments.”.
(3) Section 202(f) (3) (A) of such Act (as amended by section 204
(c) of this Act) is amended by striking out “paragraph (5)” in the
first sentence and inserting in lieu thereof “paragraphs (2) and (5)”.
(4) (A) Section 202(f) (7) of such Act is amended by striking out
‘E%ar,?gmph (1) (G)” and inserting in lieu thereof “paragraph (1)

B) Section 226(h) (1) (B) of such Act is amended by striking out
“subparagraph (G) of section 202(f) (1) and inserting in lieu thereof
“subparagraph (F) of section 202 (f) (1)”.

(b) Section 202(p) (1) of such Act is amended by striking out “sub-
paragmf)h (C) of subsection (¢)(1), clause (i) or (ii) of subpara-

graph (D) of subsection (f) (1), or”.
(6) Section 2{}2(53 (3} of such Act is amended by striking out
“Subsections” and all that follows down through “so much” and

inserting in lieu thereof “So much”.

(e) (1) Section 202(g) (2) of such Act is amended by striking out
“Such” and inserting in lieu thereof “Except as provided in paragraph
(4) of this subsection, such™.

(2) Section 202( ? of such Act is further amended by adding at
the end thereof the f% lowing new paragraph:

“(4) (A) The amouni of a mother’s insurance benefit for each
month to which any individual is entitled under this subsection (as
determined after application of subsection (k)) shall be reduced (but
not below zero) by an amount equal to the amount of any monthl
Eeriodic benefit payable to such individual for such month which is

ased upon such individual’s earnings while in the service of the Fed-
eral Government or any State (or political subdivision thereof, as
defined in section 218(b) (2)) if, on the last day such individual was
employed by such entity, such service did not constitute ‘employment’
as defined in section 210.

“(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which is
paid on other than a monthly basis, shall be allocated on a basis equiv-
alent to a monthly benefit (as determined by the Secretary) and such
equivalent monthly henefit shall constitnte a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subpara-
graph, the term ‘periodic benefit’ ineludes a benefit pavable in a lump
sum if it is a commnutation of, or a substitute for, periodic payments.”.

(f) The amendments made by this section shall applv with respect to
monthly insurance benefits payable under title IT of the Social Secu-
rity Act for months beeinning with the month in which this Aet is
enacted. on the basis of applications filed in or after the month in
which this Act is enacted.

(z) (1) The amendments made by the preceding provisions of this
section shall not apply with respect to any monthly insurance benefit

ayable, under subsection (b). (c¢), (e), (f), or (g) (as the case may

) of section 202 of the Social Security Aect, to an individual—

(A) to whom there is payable for any month within the
60-month period beginning with the month in which this Act is
enacted (or who is eligible in any such month for) a monthly peri-
odic benefit (within the meaning of such provisions) based upon
such individual’s earnings while in the service of the Federal
Government or any State (or political subdivision thereof, as
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defined in section 218(b) (2) of the Social Security Act); and

(B) who at time of application for or initial entitlement to
such monthly insurance benefit under such subsection (b), (c),
(e), (f), or (g) meets the requirements of that subsection as it
was in effect and being administered in January 1977,

(2) For purposes of paragraph (1)(A), an individual is eligible
for a monthly periodic benefit for any month if such benefit would be
payable to such individual for that month if such individual were not
emﬁloyed during that month and had made proper application for
such benefit.

(3) If any provision of this subsection, or the application thereof
to any person or circumstance, is held invalid, the remainder of this
gection shall not be affected thereby, but the application of this sub-
gectiip:l to any other persons or circumstances shall also be considered
invalid,

BUBSTANTIAL GAINFUL ACTIVITY IN CASE OF BLIND INDIVIDUALS

Skc. 335, Section 223(d) (4) of the Social Security Act is amended
by inserting after the first sentence the following new sentence: “No
indiyidual who is blind shall be regarded as having demonstrated an
ability to engage in substantial gainful activity on the basis of earn-
ings that do not exceed the exempt amount under section 203(f) (8
which is applicable to individuals described in subparagraph (D
thereof.”,

REMARRIAGE OF WIDOWS AND WIDOWERS

Sec. 336. (a) (1) Section 202(e) (2) (A) of the Social Security Act
(as amended by sections 204(a) and 334(c) (1) of this Act) is amended
by striking out “Pamgraphs (4) and (8)” and inserting in lieu thereof
“paragraph (8)”.

(2) Section 202(e) (3) of such Act is amended by striking out “In
the case of a widow or surviving divorced wife who marries” in the
matter preceding subparagraph (A) and inserting in lieu thereof “If
a W,l,dOW, before attaining age 60, or a surviving divorced wife, mar-
ries”.

(3) Section 202(e) (4) of such Act is amended to read as follows:
“(4) If a widow, after attaining age 60, marries, such marria
shall, for purposes of paragraph (1), be deemed not to have occurred.”.

(b) (1) Section 202(f) (3) (A) of such Act (as amended by sections
204 (c) and 334(d) (3) of this Act) is further amended by striking out
“ga};agraphs (2) and (5)” and inserting in lieu thereof “paragraph

(2) Section 202(f) (4) of such Act is amended by striking out “In
the case of a widower who remarries” in the matter ing sub-
paragraph (A) and inserting in lieu thereof “If a widower, before
attaining age 60, remarries”.

ga) Section 202(f) (5) of such Act is amended to read as follows:

# 35) If a widower, after attainingb:%e 60, marries, such marria,
shall, for purposes of paragraph (1), eemed not to have occurred.”

(c) (1) The amendments made by this section shall apply only with
respect to monthly benefits payable under title IT of the gt'wial Secu-
ntﬂ Act for months after December 1978, and, in the case of individ-
uals who are not entitled to benefits of the type involved for December
_g;g, only on the basis of applications filed on or after January 1,
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(2) In the case of an individual who was entitled for the month of
December 1978 to monthly insurance benefits under subsection (e) or
(£) of section 202 of the Social Security Act to which the provisions of
subsection (e)(4¢) or (f)(5) applied, the Secretary shall, if such
benefits would be increased by the amendments made by this section,
redetermine the amount of such benefits for months after Decem-
ber 1978 as if such amendments had been in effect for the first month
for which the provisions of section 202(e) (4) or 202(f) (5) became
applicable.

(d) Where—

(1) two or more persons are entitled to monthly benefits under
section 202 of the Social Security Act for December 1978 on the
basis of the wages and self-employment income of a deceased
individual, and one or more of such persons is so entitled under
subsection (e) or (f) of such section 202, and

(2) one or more of such persons is entitled on the basis of such
wages and self-employment income to monthly benefits under
subsection (e) or (f) of such section 202 (as amended by this
section) for January 1979, and

(3) the total of benefits to which all persons are entitled under

section 202 of such Act on the basis of such wages and self-employ-

ment income for January 1979 is reduced by reason of section

203(a) of such Act as amended by this Act (or would, but

for the first sentence of section 203(a) (4), be so reduced),
then the amount of the benefit to which each such person referred to in
paragraph (1) is entitled for months after December 1978 shall in no
case%e less after the application of this section and such section
203(a) than the amount it would have been without the application
of this section.

DURATION-OF-MARRIAGE REQUIREMENT

Sec. 337, (a) Section 216(d) of the Social Security Act is amended
by striking out “20 years” in paragraphs (1) and (2) and inserting
in lieu thereof in each instance “10 years”.

(b) Section 202(b) (1) (G) of such Act is amended by striking out
“90 years” and inserting in lieu thereof “10years”.

(¢) The amendments made by this section shall apply with respect
to monthly benefits payable under title IT of the Social Security Act
for months after December 1978, and, in the case of individuals who
are not entitled to benefits of the type involved for December 1978,
only on the basis of applications filed on or after January 1, 1979.

Parr D—Stupy Wira Reseecr 10 GeENDER-Basep DIsTINCTIONS

STUDY OF PROPOSALS TO ELIMINATE DEPENDENCY AND SEX DISCRIMINATION
UNDER THE SOCIAL SECURITY PROGRAM

Sec. 341. (a) The Secretary of Health, Education, and Welfare,
in consultation with the Task Force on Sex Discrimination in the
Department of Justice, shall make a detailed study, within the Depart-
ment of Health, Education, and Welfare and the Social Security
Administration, of proposals to eliminate dependency as a factor in
the determination of entitlement to spouse’s benefits under the pro-
gram established under title IT of the Social Security Act, and of
proposals to bring about equal treatment for men and women in an
and all respects under such program, taking into account the practi-
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cal effects (particularly the effect upon women’s entitlement to such
benefits) of Facborssu as— N
(1) changes in the nature and extent of women’s participation
in the labor force
(2) the increasing divorce rate, and )
(3) the economic value of women’s work in the home.
The study shall include a; ro%ria.t.e cost analyses.
(b) The Secretary shall submit to the Congﬁss within six months
after the date of the enactment of this Act a and complete report
on the study carried out under subsection (a).

Partr E—CoMmBiNep Sociar SecuriTy AND IncomE Tax
ANNUAL REPORTING

Subpart 1—Amendments to Title IT of the Social Security Act
ANNUAL CREDITING OF QUARTERS OF COVERAGE

Sec. 851, (a) (1) Sections 209(g) (3), 209(j), 210(a) (17) (A), and
210(f) (4) (B) of the Social Security Act are each amended by strik-
i‘ng t:Jt:t “quarter” wherever it appears and inserting in lieu thereof

ear”,
jr(5?,) Sections 209(g) (3) and 209(j) of such Act are each further
amended by striking out “$50” and inserting in lieu thereof “$100”.

(3) (A) Section 209 of such Act is amended by striking out “or” at
the end of subsection (n), by striking out the period at the end of
subsection (o) and inserting in lieu thereof “; or”, and by inserting
after subsection (o) the following new subsection:

“(p) Remuneration paid by an organization exempt from income
tax under section 501 of the Internal Revenue Code of 1954 in any
calendar year to an employee for service rendered in the employ of
such organization, if the remuneration paid in such year by the orga-
nization to the employee for such service is less than $100.”.

(B) Section 210(a) (10) of such Act is amended by strikin§ out
“(10) (A)” and all that follows down through “(B) Service” and
inserting in lieu thereof “(10) Service”, and by redesignating clauses
(i) and (ii) as subparagraphs (A) and (B), respectively.

(b) Section 212 of such Act is amended to read as follows:

“CREDITING OF SELF-EMPLOYMENT INCOME TO CALENDAR YEARS

“Skc. 212. (a) For the purposes of determining average monthly
wage and quarters of coverage the amount of self-emfloyment income
derived during any taxable year which begins before 1978 shall—

#(1) in the case of a taxable year which is a calendar year, be
credited equally to each quarter of such calendar year; and

“(2) in the case of any other taxable year, be credited equally
to the calendar quarter in which such taxable year ends and to
each of the next three or fewer preceding quarters any part of
which is in such taxable year.

“(b) For the purposes of determining average indexed monthly
earnings, average monthly wage, and gunrters of coverage the amount
of self-employment income derived during any taxable year which
begins after 1977 shall—

“(1) in the case of a taxable year which is a calendar year or
which begins with or during a calendar year and ends with or
during such year, be credited to such calendar year; and
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“(2) in the case of any other taxable year, be allocated pro-
portionately to the two calendar years, portions of which are
ineluded within such taxable year, on the basis of the number of
months in each such calendar year which are included completely
within the taxable year.

For puﬁposes of clause (2), the calendar month in which a taxable
year ends
year.”,

shall be treated as included completely within that taxable

¢) Section 213(a) (2) of such Act is amended to read as follows:
(2) (A) The term ‘quarters of coverage’ means—

“(i) for calendar years before 1978, and subject to the provi-
sions of subpnrag'rap{l (B), a quarter in which an individual has
been paid $50 or more in wages (exce&:t wages for agricultural
labor paid after 1954) or for which he has been credited (as
determined under section 212) with $100 or more of self-
employment income ; and

“(ii) for calendar years after 1977, and subject to the provi-
sions of subparagraph (B), each portion of the total of the
wages paid and the self-employment income credited (pursuant
to section 212) to an individual in a calendar year which equals
$250, with such quarter of coverage being assigned to a specifie
calendar quarter in such calendar year only if necessary in the
case of any individual who has attained age 62 or died or is under
a disability and the requirements for insured status in subsection
(a) or (b) of section 214, the requirements for entitlement to a
computation or recomputation of his primary insurance amount.
or the requirements of paragraph (3) of section 216(i) would
not otherwise be met.

“(B) Notwithstanding the provisions of subparagraph (A)—

“(i) no quarter after the quarter in which an individual dies
shall be a quarter of coverage, and no quarter any part of which
is included in a period of disability (other than the initial quarter
and the last quarter of such period) shall be a quarter of coverage;

“(i1) if the wages paid to an individual in any calendar year
equal to $3.000 in the case of a calendar year {vefore 1951, or
$3,600 in the case of a calendar year after 1950 and before 1955, or
$4,200 in the case of a calendar year after 1954 and before 1959,
or $4,800 in the case of a calendar year after 1958 and before 1966,
or $6,600 in the case of a calendar year after 1965 and before 1968,
or $7,800 in the case of a calendar year after 1967 and before 1972,
or $9,000 in the case of the calendar year 1972, or $10,800 in the
case of the calendar year 1973, or $13,200 in the case of the
calendar year 1974, or an amount equal to the contribution and
benefit base (as determined under section 230) in the case of an
calendar year after 1974 and before 1978 with respect to whic
such contribution and benefit base is effective, each quarter of
such year shall (subject to clauses (i) and (v)) be a quarter of
coverage;

(il if an individual has self-employment income for a taxable
year, and if the sum of such income and the wages paid to him
during such year equals $3,600 in the case of a taxable year begin-
ning after 1950 and ending before 1955, or $4,200 in the case of a
taxable year ending after 1954 and before 1959, or $4,800 in the
case of a taxable year ending after 1958 and before 1966, or $6,600
in the case of a taxable year ending after 1965 and before 1968, or
$7,800 in the case of a taxable year ending after 1967 and before
1972, or $9,000 in the case of a taxable year beginning after 1971
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and before 1973, or $10,800 in the case of a taxable year beginning
after 1972 and before 1974, or $13,200 in the case of a taxable year
beginning after 1973 and before 1975, or an amount equal to the
contribution and benefit base (as determined under section 230)
which is effective for the calendar year in the case of any taxable
year beginning in any calendar year after 1974 and before 1978,
each quarter any part of which falls in such year shall (subject to
clauges (i) and (v)) be a quarter of coverage;

“(iv) if an individual 1s paid wages for agricultural labor in a
calendar year after 1954 and before 1978, then, subject to clauses
(i) and (v), (I) the last quarter of such year which can be but is
not otherwise a quarter of coverage shall be a quarter of covera?e
if such wages equal or exceed $100 but are less than $200; (IT) the
last two quarters of such year which can be but are not otherwise
quarters of coverage sh&l?be quarters of coverage if such wages
equal or exceed $200 but are less than $300; (III) the last three
quarters of such year which can be but are not otherwise quarters
of coverage shsliybe quarters of coverage if such wages equal or
exceed $300 but are less than $400; and %IV) each quarter of such
year which is not otherwise a quarter of coverage shall be a quarter
of coverage if such wages are $400 or more ;

“"(v%j no quarter shall be counted as a quarter of coverage prior
to the beginning of such quarter;

“(vi) not more than one quarter of coverage may be credited to

a calendar quarter; and ;
“(vii) no more than four quarters of coverage may be credited
to any calendar year after 19":’1!. .

If in the case of an individual who has attained age 62 or died or is
under a disability and who has been paid wages for agricultural labor
in a calendar year after 1954 and before 1978, the requirements for
insured status in subsection (a) or (b) of section 214, the requirements
for entitlement to a computation or recomputation of his primary
insurance amount, or the requirements of paragraph (3) of section
216(1) are not met after assignment of quarters of coverage to quar-
ters in such year as provided in clause (iv) of the preceding sentence,
but would be met if such quarters of coverage were assigned to differ-
ent quarters in such year, then such quarters of coverage shall instead
be assigned, for purposes only of determining compliance with such
requirements, to such different quarters. If, in the case of an individual
who did not die prior to January 1, 1955, and who attained age 62
(if a woman) or age 65 (if a man) or died before July 1, 1957, the
requirements for insured status in section 214(a)(3) are not met
because of his having too few quarters of coverage but would be met
if his quarters of coverage in the first calendar year in which he had
any covered employment had been determined on the basis of the
period during which wages were earned rather than on the basis of
the period during which wages were paid (any such wages paid that
are reallocated on an earned basis shall not be used in determining
quarters of coverage for subsequent calendar years), then upon apph-
cation filed by the individual or his survivors and satisfactory proof
of his record of wages earned being furnished by such ind}i’vidua]
or his survivors, the quarters of coverage in such calendar year may
be determined on the basis of the periods during which wages were
earned.”.

(d) The amendments made by subsection 153:3 shall apply with
respect to remuneration paid and services rendered after December 31,
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1977. The amendments made by subsections (b) and (c) shall be
effective January 1, 1978,

ADJUSTMENT IN AMOUNT REQUIRED FOR A QUARTER OF COVERAGE

Sec. 852. (a) Section 213(a) (2) (A) (ii) of the Social Security Act,
as amended by section 351(c) of this Act, is amended by striking out
“$250” and inserting in lieu thereof “the amount required for a quar-
ter of coverage in that calendar year (as determined under subsection

d)).
2 b) Section 213 of such Act is further amended by adding at the
end thereof the following new subsection :

“Amount Required for a Quarter of Coverage

“(d) (1) The amount of wages and self-employment income which
an individual must have in order to be credited with a guarter of
coverage in any year under subsection (a)(2)(A)(ii) shall be
$250 in the calendar year 1978 and the amount determined under
paragraph (2) of this subsection for years after 1978.

“(2) The Secretary shall, on or before November 1 of 1978 and of
every year thereafter, determine and publish in the Federal Register
the amount of wages and self-employment income which an individual
must have in order to be credited with a quarter of coverage in the
succeeding calendar year. The amount required for a quarter of cov-
erage shall be the larger of—

“(A) the amount in effect in the calendar year in which the
determination under this subsection is made, or
“(B) the product of the amount prescribed in paragraph (1)
which is required for a quarter of coverage in 1978 and the ratio
of the average of the total wages (as defined in regulations of the
Secretary and computed without regard to the limitations speci-
fied in section 209(a)) reported to the Secretary of the Treasury
or his delegate for the calendar year before the year in which the
determination under this paragraph is made to the average of the
total wages (as so deﬁnec{) ancf computed) reported to the Secre-
tary of the Treasury or his delegate for 1976 (as published in the
Federal Register in accordance with section 215(a) (1) (D)),
with such product, if not a multiple of $10, being rounded to the next
higher multiple of $10 where such amount is a multiple of $5 but not
of $10 and to the nearest multiple of $10 in any other case.”.

(¢) The amendments made by this section s{tall be effective Janu-

ary 1, 1978.

TECHNICAL AND CONFORMING AMENDMENTS

Sec. 353. (a) (1) Section 203(f) (8) (B) (i) of the Social Security
Act is amended by striking out “was” wherever it appears and insert-
ing in lieu thereof “is”.

%2) Section 203 (f) (8) (B) (ii) of such Aect is amended to read as
follows:

“(ii) the product of the exempt amount described in clause
(i) and the ratio of (I) the average of the total wages (as defined
in regulations of the Secretary and computed without regard
to the limitations specified in section 209(a)) reported to the Sec-
retary of the Treasury or his delegate for the calendar year before
the calendar year in which the determination under subparagraph
(A) is made to (II) the average of the total wages (as so defined
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and computed) reported to the Secretary of the Treasury or his
delegate for the calendar year before the most recent calendar
year in which an increase in the exempt amount was enacted or a
determination resulting in such an increase was made under sub-
paraﬁmph (A), with such product, if not a multiple of $10, being
rounded to the next higher multiple of $10 where such product 13
a multiple of $5 but not of $10 and to the nearest multiple of $10
in any other case.”, i

(b) (13 The first sentence of section 218(c)(8) of such Act is
amended by striking out “quarter” wherever it appears and inseri-:in%in
lieu thereof “iyear”, and by striking out “$50” and inserting in lieu
thereof “$1007, ) )

(2) Section 218(g) (1) of such Aect is amended by striking out
“quarter” and inserting in lieu thereof “year”. .

(3) Section 218(q) (4) (B) of such Act is amended by striking out
“any calendar quarters” and inserting in lieu thereof “a calendar year”
and by strikj.n% out “such calendar quarters” and inserting in lieu
thereof “‘such calendar A )

(4) Section 218(q) { 6) (B) of such Act is amended by striking out
“calendar quarters t3it=,s:i,r.r,natt=.-cl by the State in such wage reports as
the” and inserting in lieu thereof “period or periods designated by the
State in such wage reports as the period or”,

(5) Section 218 S:I}l(l) of such Act is amended—

A) by striking out “quarter” in the matter before clause (A)
and inserting in lieu thereof “year”,

(B) by striking out “in which occurred the calendar quarter”
in clause (A), and

(C) by striking out “quarter” in clause (B) and inserting in
lieu thereof “year”.

(¢) (1) Effective with respect to estimates for calendar years begin-
ning after December 31, 1977, section 224 (a) of such Act is amended
by striking out the last sentence.

{2) Section 224 (f) (2) of such Aect is amended to read as follows:

“(2) In making the redetermination required by paragraph (1),
the individual’s average current earnings (as defined in subsection
(a)) shall be deemed to be the product of—

“(A) his average current earnings as initially determined
under subsection (a);

“(B) the ratio of (i) the average of the total wages (as defined
in regulations of the Seeretary and computed without regard to
the limitations specified in section 209(a)) reported to the Secre-
tary of the Treasury or his delegate for the calendar year before
the year in which such redetermination is made to (ii) the averag
of the total wages (as so defined and computed) reported to the
Secretary of the Treasury or his delegate for calenrfar year 1977
or, 1f later, the calendar vear before the year in which the reduc-
tion was first computed (but not counting any reduction made in
benefits for a previouns period of disability) ; and

“(C) in any case in which the reduction was first computed
before 1978, the ratio of (i) the average of the taxahle wages
reported to the Secretary for the first calendar quarter of 1977 to
(i1) the average of the taxable wages reported to the Secretary
for the first calendar quarter of the calendar year before the year
in which the rednetion was first computed (but not counting any
reduction made in benefits for a previous period of disability).

91 STAT. 1553
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Any amount determined under this paragraph which is not a multiple
of gl shall be reduced to the next lower multl;f)le of $1.7.
42 USC 429. (d) Section 229 (a) of such Act is amended—

(1) by striking out “shall be deemed to have been paid, in each
calendar quarter oceurring after 1956 in which he” and inserting
in lieu thereof “, if he”, an

(2) by striking out “wages (in addition to the wagﬁs actually

aid to him for such service) of $300.” at the end thereof and
inserting in lieu thereof the following: “shall be deemed to have
been paid—

“(1) in each calendar quarter occurring after 1956 and before
1978 in which he was paiﬁ such wages, additional wages of $300,
and

“(2) in each calendar year occurring after 1977 in which he
was paid such wages, additional wages of $100 for each $300 of
such wages, up to a maximum of $1,200 of additional wages for
any calendar year.”. .

42 USC 430. (e) (1) Section 230(b) of such Act is amended by striking out the
last sentence,
(2) Section 230(b) (1) of such Act is amended to read as follows:

“(1) the contribution and benefit base which is in effect with
respect to remuneration paid in (and taxable years beginning in)
the calendar vear in which the determination under subsection
(a) iz made, and”.

(3) Section 230(b) (2) of such Act is amended to read as follows:

“(2) the ratio of (A) the average of the total wages (as
defined in regulations of the Secretary and computed without

42 USC 409. regard to the limitations specified in section 209 ( :S) reported to
the Secretary of the Treasury or his delegate for the calendar
year before the calendar year in which the determination under
subsection (a) is made to (B) the average of the total wages (as
so defined and computed) reported to the Secretary of the Treas-
ury or his delegate for the calendar year before the most recent
calendar year in which an increase in the contribution and benefit
base was enacted or a determination resulting in such an increase
was made under subsection (a),”.

(£) (1) Effective with respect to convictions after December 31, 1977,

42 USC 402. section 202(u) (1) (C) of such Act is amended by striking out “quar-
ter” wherever it appears and inserting in lien thereof “year”,

42 USC 405. (2) (A) Section 205(c) (1) of such Act is amended by striking out
“(as defined in section 211 (e))”,

“Period.” (B) Section 205(c) (1) of such Act is further amended by adding

at the end thereof the following new subparagraph:

“(D) The term ‘period’ when used with respect to self-employ-
ment income means a taxable year and when used with respect
to wages means—

“(i) a quarter if wages were reported or should have been
reported on a quarterfv basis on tax returns filed with the
Secretary of the Treasury or his delegate under section 6011
26 USC 6011. of the Internal Revenue Code of 1954 or regulations there-
42 USC 418. under (or on reports filed by a State under section 218(e) or
regulations thereunder),
“(i1) a year if wages were reported or should have been
reported on a yearly basis on such tax returns or reports, or
*(iii) the half {ear beginning January 1 or July 1 in the
case of wages which were reported or should have been
reported for calendar year 1937.7.
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(C) Section 205(0) of such Act is amended by inserting “before
1978” after “calendar year”.

( %) The amendments made by subsection (b) of this section shall
apply with respect to remuneration paid after December 31, 1977,
except that the amendment made by subsection (b)(2) shall apf}t)éy
with respect to notices submitted by the States to the Secretary after
the date of the enactment of this Act. The amendments made by
subsections (d) and (f) (2) shall be effective January 1, 1978. Except
as otherwise specifically provided, the remaining amendments made
by this section shall be effective January 1,1979.

Subpart 2—Amendments to the Internal Revenue Code of 1954
DEDUCTION OF TAX FROM WAGES

Skc. 355. (a) Section 3102 ga) of the Internal Revenue Code of 1954
is amended by striking out “or (C) or (10)”, and by inserting after
“is less than $50;” the following: “and an employer who in any cal-
endar year pays to an employee cash remuneration to which para-
graph (7)( (g) or (10) of section 3121(a) is applicable may deduct
an amount equivalent to such tax from any such payment of remunera-
tion, even though at the time of payment the total amount of such
remuneration paid to the employee by the employer in the calendar
year is less than $100 ;.

(b) (1) Paragraphs (1) and (2) of section 3102(¢) of such Code
are each amended by striking out “quarter” wherever it appears and
by inserting in lieu thereof “year”.

(2) Paragraph (3) of section 3102(c) of such Code is amended—

{(1A) by striking out “quarter of the” in subparagraph (A);
an

(B) by striking out “quarter” wherever it appears in subpara-
graphs (B) and (C) and inserting in lieu thereof “year”.

(c) The amendments made by this section shall apply with respect
to remuneration paid and to tips received after December 31, 1977.

TECHNICAL AND CONFORMING AMENDMENTS

Skc. 356. (a) Sections 3121(a) (7) (C) and 3121(a) (10) of the In-
ternal Revenue Code of 1954 are each amended by striking out “quar-
ter” wherever it appears and inserting in lieu thereof “year”, and by
striking out “$50” and inserting in lieu thereof “$1007,

(b) Section 3121(a) of such Code is amended by striking out “or”
at the end of paragraph (14), by striking out the period at the end
of paragraph (15) and inserting in lieu thereof “; or”, and by adding
after paragraph (15) the following new paragraph:

_ “(16) remuneration paid by an organization exempt from
income tax under section 501(a) (other than an organization
described in section 401 (a)) or under section 521 in any calendar
vear to an employee for service rendered in the employ of such
organization, if the remuneration paid in such year %y the orga-
nization to the employee for such service is less than $100.”.

(c) Seetion 3121(b) (10) of such Code is amended by strilcing out
“(10) (A)” and all that follows down through “(B) service” and
inserting in lieu thereof “(10) service”, and redesignating clauses (i)
and (ii) as subparagraphs (A) and (B), respectively.

St_:\l) ections 3121 (b) (17) (A) and 3121 (gg (4) (B) of such Code are
eac ?’mended by striking out “quarter” and inserting in lieu thereof

year”,
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(e) The amendments made by this section shall apply with respect
to remuneration paid and services rendered after December 31, 1977.

Subpart 3—Conforming Amend;nen'? to the Railroad Retirement Act
of 1974

COMPUTATION OF EMPLOYEE ANNTUITIES

Src. 358. (a) The last sentence of section 3(f) (1) of the Railroad
Retirement Act of 1974 is amended—
1) by inserting “paid before 1978" after “in the case of wages”,
an
(2) by inserting “and in the case of wages paid after 1977”
before the period at the end thereof.
(b) The amendments made by this section shall be effective Janu-
ary 1,1978.

Parr F—Natroxarn ComMIssisoN ox SocriAn SECURITY

ESTABLISHMENT OF COMDMISSION

Skc. 361. (a) (1) There is hereby established a commission to be
known as the National Commission on Social Security (hereinafter
referred to as the “Commission”).

(2) (A) The Commission shall consist of— .

(i) five members to be appointed by the President, by and with
the advice and consent of the Senate, one of whom shall, at the
time of appointment, be designated as Chairman of the Commis-
sion;

(ii) two members to be appointed by the Speaker of the House
of Representatives; and

(iii) two members to be appointed by the President pro tem-
pore of the Senate.

(B) At no time shall more than three of the members appointed by
the President, one of the members appointed by the Speaker of the
House of Representatives, or one of the members appointed by the
President, pro tempore of the Senate be members of the same political

arty.

. (g ) The membership of the Commission shall consist of individuals
who are of recognized standing and distinction and who possess the
demonstrated capacity to discharge the duties imposed on the Com-
mission, and shall include representatives of the private insurance
industry and of recipients and potential recipients of benefits under
the programs involved as well as individuals whose capacity is based
on a special knowledge or expertise in those programs. No individual
who is otherwise an officer or full-time employee of the United States
shall serve as a member of the Commission.

(D) The Chairman of the Commission shall designate a member of
the Commission to act as Vice Chairman of the Commission,

(E) A majority of the members of the Commission shall constitute
a quorum, but a lesser number may conduet hearings.

(F) Members of the Commission shall be appointed for a term of
two years.

) A vacancy in the Commission shall not affect its powers, but
shall be filled in the same manner as that herein provided for the
appointment of the member first appointed to the vacant position.
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(3) Members of the Commission shall receive $138 per diem while
engaged in the actual performance of the duties vested in the Com-
mission, plus reimbursement for travel, subsistence, and other neces-
sary expenses incurred in the performance of such duties.

(4) The Commission shall meet at the call of the Chairman, or at the
call of a majority of the members of the Commission ; but meetings of
the Commission shall be held not less frequently than once in each
calendar month which begins after a majority of the authorized mem-
bership of the Commission has first been appointed.

(b) (1) It shall be the duty and function of the Commission to con-
duct a continuing study, investigation, and review of—

(A) the Federal old-age, survivors, and disability insurance
program established by title IT of the Social Security Act; and

(B) the health insurance programs established by title XVIIT
of such Act.

(2) Such study, investigation, and review of such programs shall
inelude (but not be limited to) —

(A) the fiscal status of the trust funds established for the
financing of such programs and the adequacy of such trust
funds to meet the immediate and long-range financing needs of
such programs;

(BS) the scope of coverage, the adequacy of benefits including
the measurement of an adequate retirement income, and the con-
ditions of qualification for benefits provided by such programs
including the application of the retirement income test to
unearned as well as earned income ;

(C) the impact of such programs on, and their relation to,
public assistance programs, nongovernmental retirement and
annuity programs, medical service delivery systems, and national
employment practices;

(D) any inequities (whether attributable to provisions of law
relating to the establishment and operation of such programs, to
rules and regulations promulgated in connection with the admin-
istration of such programs, or to administrative practices and
procedures employed in the carrying out of such programs)
which affect substantial numbers of individuals who are insured
or otherwise eligible for benefits under such programs, including
inequities and inequalities arising out of marital status, sex, or
similar classifications or categories;

(E) possible alternatives to the current Federal programs or
particular aspects thereof, including but not limited to (i) a
phasing out of the payroll tax with the financing of such programs
being accomplished in some other manner (ineluding general
revenue funding and the retirement bond), (ii) the establishment
of a system providing for mandatory participation in any or all
of the Federal programs, (iii) the integration of such current
Federal programs with private retirement programs, and (iv)
the establishment of a system permitting covered individuals a
choice of public or private programs or both ;

(F') the need to develop a special Consumer Price Index for
the elderly, including the financial impact that such an index
would have on the costs of the programs established under the
Social Security Act; and

(G) methods for effectively implementing the recommendations
of the Commission.

(3) In order to provide an effective opportunity for the general
public to participate fully in the study, investigation, and review under
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this section, the Commission, in conducting such study, investigation,
and review, shall hold public hearings in as many different geographi-
cal areas of the country as possible. The residents of each area where
such a hearing is to be held shall be given reasonable advance notice
of the hearing and an adequate opportunity to appear and express
their views on the matters under consideration.

(¢) (1) No later than four months after the date on which a majorit
of the authorized membership of the Commission is initially appointed,
the Commission shall submit to the President and the Congress a
special report describing the Commission’s plans for conducting the
study, investigation, and review under subsection (b), with particular
reference to the scope of such study, investigation, and review and
the methods proposed to be used in condueting it.

(2) At or before the close of each of the first two years after the date
on which a majority of the authorized membership of the Commission
is initially appointed, the Commission shall submit to the President
and the Congress an annual report on the study, investigation, and
review under subsection (b), together with its recommendations with
respect to the lprcog'ra,ms involved. The second such report shall con-
stitute the final report of the Commission on such study, investigation,
and review, and shall include its final recommendations; and upon the
submission of such final report the Commission shall cease to exist.

(d) (1) The Commission shall appoint an Executive Director of the
Commission who shall be compensated at a rate fixed by the Commis-
sion, but which shall not exceed the rate established for level V of
the Executive Schedule by title 5, United States Code.

(2) In addition to the Executive Director, the Commission shall
have the power to appoint and fix the compensation of such personnel
as it deems advisable, in accordance with the provisions of title 5,
United States Code, governing appointments to the competitive sery-
ice, and the provisions of chapter 51 and subchapter ITI of chapter 53
of such title, relating to classification and General Schedule pay rates.

(e) In carrying out its duties under this section, the Commission,
or any duly authorized committee thereof. is authorized to hold such
hearings, sit and act at such times and places, and take such testimony,
with respect to matters with respect to which it has a responsibility
under this section, as the Commission or such committee may deem
advisable, The Chairman of the Commission or any member authorized
by him may administer oaths or affirmations to witnesses appearing
before the Commission or before any committee thereof.

(f) The Commission may secure directly from any department or
agency of the United States such data and information as may be
necessary to enable it to carry out its duties under this section. Upon
request of the Chairman of the Commission, any such department or
agency shall furnish any such data or information to the Commission.

(g) The General Services Administration shall provide to the Com-
mission, on a reimbursable basis such administrative support services
as the Commission may request.

(h) There are hereby authorized to be appropriated such sums as
mav be necessary to carry out this section.

(i) It shall be the duty of the Health Tnsurance Benefits Advisory
Council (established by section 1867 of the Social Security Act) to
provide timely notice to the Commission of any meeting. and the
Chairman of the Commission (or his delegate) shall be entitled to
attend any such meeting.
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Parr G—MiscenraNeous Provisions
APPOINTMENT OF HEARING EXAMINERS

Skc. 371. The persons who were appointed to serve as hearing exam-
iners under section 1631 (d) (2) of the Social Security Act (as in effect
prior to January 2, 1976), and who by section 3 of Public Law 94-202
were deemed to be appointed under section 3105 of title 5, United
States Code (with such appointments terminating no later than at
the close of the period ending December 31, 1978), shall be deemed
appointed to career-absolute positions as hearing examiners under
a.ng in accordance with section 3105 of title 5, United States Code,
with the same authority and tenure (without regard to the expiration
of such period) as hearing examiners appointed directly under such
section 3105, and shall receive comgensation at the same rate as
hearing examiners appointed by the Secretary of Health, Education,
and Welfare directly under such section 3105. All of the provisions of
title 5, United States Code, and the regulations promulgated pursuant
thereto, which are applicable to hearing examiners appointed under
such section 3105, shall apply to the persons described in the preceding
sentence.

REPORT OF ADVISORY COUNCIL ON SOCIAL SECURITY

SEc. 372. Notwithstanding the provisions of section 706(d) of the
Social Security Act, the report of the Advisory Council on Social
Security which is due not later than January 1, 1979, may be filed at
any date prior to QOctober 1,1979.

TITLE IV—PROVISIONS RELATING TO CERTAIN STATE
WELFARE AND SERVICE PROGRAMS RECEIVING
FEDERAL FINANCIAL ASSISTANCE

FISCAL RELIEF FOR STATES AND POLITICAL SUBDIVISIONS WITH RESPECT TO
COSTS OF WELFARE PROGRAMS

Sec. 401. Section 403 of the Social Security Act is amended—

(1) in subsection (a), by adding at the end thereof the follow-
ing new paragraph:

“In the case of calendar quarters beginning after September 30,
1977, and prior to April 1, 1978, the amount to be paid to each State
(as determined under the preceding provisions of this subsection or
section 1118, as the case may be) shall be increased in accordance with
the provisions of subsection (i) of this section.”; and

(2) by adding at the end thereof the following new subsection:

“(i)(1) In the case of any calendar quarter which begins after
September 30, 1977, and prior to April 1, 1978, the amount payable
(as determined under subsection (a) or section 1118, as the case may
be) to each State which has a State plan approved under this part
shall (subject to the succeeding paragraphs of this subsection) be
increased by an amount equal to the sum of the following:

“(A) an amount which bears the same ratio to $46,750,000 as
the amount expended as aid to families with dependent children
under the State plan of such State during the month of Decem-
ber 1976 bears to the amount expended as aid to families with
dependent children under the State plans of all States during
such month, and
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“(B)(i) in the case of Puerto Rico, Guam, and the Virgin
Islands, an amount equal to the amount determined under sub-
paragraph (A) with respect to such State, or

“(11) in the case of any other State, an amount which bears
the same ratio to $46,750,000, minus the amounts determined under
clause (1) of this subparagraph, as the amount allocated to such
State under section 106 of the State and Local Fiscal Assistance
Act of 1972, for the most recent entitlement period for which
allocations have been made under such section prior to the date of
the enactment of this subsection, bears to the total of the amounts
allocated to all States under such section 106 for such period.

“(2) As a condition of any State receiving an increase, by reason
of the application of the foregoing provisions of this subsection, in
the amount determined for such State pursuant to subsection (a) or
under section 1118 (as the case may be), such State must agree to pay
to any political subdivision thereof which participates in the cost of
the State’s plan approved under this part, during any calendar quar-
ter with respect to which such increase applies, so much of such
increase as does not exceed 100 per centum of such political subdivi-
sion’s financial contribution to the State’s plan for such quarter.

“(3) Notwithstanding any other provision of this part, the amount
payable to any State by reason of the preceding provisions of this sub-
section for calendar quarters prior to April 1, 1978, shall be made in a
single installment, which shaﬁ be payable as shortiy after October 1,
1977, as is administratively feasible,”.

INCENTIVE ADJUSTMENTS FOR QUALITY CONTROL IN FEDERAL FINANCIAL
PARTICIPATION IN AID TO FAMILIES WITH DEFENDENT CHILDREN FROGRAMS

Skc. 402. (a) Section 403 of the Social Security Act is amended by
adding after subsection (i) (as added by section 401 of this Act) the
following new subsection :

“(j) If the dollar error rate of aid furnished by a State under its
State plan approved under this part with respect to any six-month
period, as based on samples and evaluations thereof, is—

“(1) at least 4 per centum, the amount of the Federal financial
participation in the expenditures made by the State in carrying
out such plan during such period shall be determined without
regard to the provisions of this subsection; or

¢(2) less than 4 per centum, the amount of the Federal financial
participation in the expenditures made by the State in carryi
out such plan during such period shall be the amount determine
without regard to this subsection, plus, of the amount by which
such expenditures are less than they would have been if the
erroneous excess payments of aid had been at a rate of 4 per
centum—

“(A) 10 per centum of the Federal share of such amount,
in case such rate is not less than 3.5 per centum,

“(B) 20 per centum of the Federa}i share of such amount,
in case such rate is at least 3.0 per centum but less than 3.5
per centum,

“(C) 80 per centum of the Federal share of such amount,
in case such rate is at least 2.5 per centum but less than 3.0
per centum, _

“(D) 40 per centum of the Federal share of such amount,
in case such rate is at least 2.0 per centum but less than 2.5

per centum,
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“(B) 50 per centum of the Federal share of such amount,
in case such rate is less than 2.0 per centum. )

For purposes of this subsection (i) the term ‘dollar error rate of aid’
means the total of the dollar error rates of aid for (I) payments to
ineligible families receiving assistance; (1I) overpayments to eligible
famifiles receiving assistance; (IIT) underpayments to eligible families
receiving assistance; and (IV) nonpayments to eligible families not
receiving assistance due to erroneous terminations or denials, and (ii)
the term ‘erroneous excess payments,’ means the total of (T) erroneons
payments to ineligible families receiving assistance, and (IT) overpay-
ments to eligible families receiving assistance.”.

(b) Payments may be made under the amendment made by subsec-
tion (a) only in the case of periods commencing on or after Jan-
nary 1, 1978.

ACOESS TO WAGE INFORMATION

Sec.403. (a) Part A of title IV of the Social Security Act is amended
by adding after section 410 the following new section:

“ACCESS TO WAGE INFORMATION

“Sgc. 411. (a) Notwithstanding any other provision of law, the Sec-
retary shall make available to States and political subdivisions thereof
wage information contained in the records of the Social Security
Administration which is necessary (as determined by the Secretary
in regulations) for purposes of determining an individual’s eligibility
for aid or services, or the amount of such aid or services, under a State
plan for aid and services to needy families with children approved
under this part, and which is specifically requested by such gtate or
political subdivision for such purposes.

“(b) The Secretary shall establish such safeguards as are necessary
(as determined by the Secretary under regulations) to insure that
information made available under the provisions of this section is used
only for the purposes authorized by this section.”.

(b) Section 3304 (a) of the Federal Unemployment Tax Act is
amended by redesignating paragraph (16) as paragraph (17) and by
inserting after paragraph §15) the following new paragraph:

“(16) (A) wage information contained in the records of the
agency administering the State law which is necessary (as deter-
mined by the Secretary of Health, Education, and Welfare in
regulations) for purposes of determining an individual’s eligibil-
ity for aid or services, or the amount of such aid or services, under
a State plan for aid and services to needy families with children
approved under part A of title IV of the Social Security Act, shall
be made available to a State or political subdivision thereof when
such information is specifically requested by such State or political
subdivision for such purposes, and

“(B) such safeguards are established as are necessary (as deter-
mined by the Secretary of Health, Education, and Welfare in
regulations) to insure that such information is used only for the
purposes authorized under subparagraph (A) ;.

(¢) Section 402(a) of the Social gecurity Act is amended—

(2’5’ %) by striking out the word “and” at the end of paragraph
(2) by striking out the period at the end of paragraph (28) and
inserting in lieu thereof a semicolon and the word “and”; and
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(3) by adding at the end thereof the following new paragraph:
“(29) effective October 1, 1979, provided that wage informa-
tion available from the Social Security Administration under
the provisions of section 411 of this Act, and wage information
available (under the provisions of section 3304(a) (16) of the
Federal Unemployment Tax Act) from agencies administerin
State unemployment compensation laws, shall be requested an
utilized to the extent permitted under the provisions of such sec-
tions; except that the State shall not be required to request such
information from the Social Security Administration where such
information is available from the agency administering the State
unemployment compensation laws.”.
(d) The amendments made by this section shall be effective on the
date of the enactment of this Act.

BTATE DEMONSTRATION PROJECTS

SEc. 404, Section 1115 of the Social Securit;y Act is amended—
(I; by inserting “(a) " after “Skc. 1115.”;
(2) by redesignating subsections (a) and (b) as paragraphs
(1) and (2), respectively ; and
(3) by adding at the end thereof the following new subsection :
“(b) (1) In order to permit the States to achieve more efficient and
effective use of funds for public assistance, to reduce dependency, and
to improve the living congitions and increase the incomes of individ-
nals who are recipients of public assistance, any State having an
approved plan under part A of title IV may, subject to the provisions
of this subsection, establish and conduct not more than three demon-
stration projects. In establishing and conducting any such project the
State shall—
“(A) provide that not more than one such project be conducted
on a statewide basis;
“(B) provide that in making arrangements for public service
employment—

“(i) appropriate standards for the health, safety, and
other conditions applicable to the performance of work and
training on such project are established and will be main-
tained,

“(ii) such project will not result in the displacement of
employed workers,

“(ii1) each participant in such project shall be compensated
for work performed by him at an hourly rate equal to the
prevailing hourly wage for similar work in the locality where
the participant performs such work (and, for purposes of
this clause, benefits payable under the State’s plan approved
under part A of title IV of the family of which such partic-
ipant is a member shall be regarded as compensation for work
performed by such participant),

“(iv) with respect to such project the conditions of work,
training, education, and employment are reasonable in the
light of such factors as the type of work, geographical region,
and proficiency of the participant, and

“(v) appropriate workmen’s compensation protection is
provided to all participants; and

“(C) provide that participation in such project by any indi-
vidual receiving aid to families with dependent children be
voluntary.
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#(2) Any State which establishes and conducts demonstration proj-
ects under this subsection may, subject to paragraph (3), with respect
to any such project— )

“(A) waive, subject to paragraph (3), any or all of the require-
ments of sections 402(a) (1) (relating to statewide operation),
402(a)(3) (relating to administration by a single State agency),
402(a) (8) (relating to disregard of earned income), except that
no such waiver of 402(a) (8) shall operate to waive any amount in
excess of one-half of the earned income of any individual, and 402
(a) (19) (relating to the work incentive pro%mm);

“(B) subject to paragraph (4), use to cover the costs of the proj-
ect such funds as are appropriated for payment to such State with
respect to the assistance which is or would, exce?t for participa-
tion in a project under this subsection, be payable to individuals
participating in such projects under part A of title IV for any
fiscal year in which sucg projects are conducted ; and

“((C) use such funds as are appropriated for payments to States
under the State and Local Fiscal Assistance Act of 1972 for any
fiscal year in which the project is conducted to cover so much of
the costs of salaries for mdividuals participating in public serv-
ice employment as is not covered through the use of funds made
available under subparagraph (B).

“(3) (A) Any State which wishes to establish and conduct demon-
stration projects under the provisions of this subsection shall submit
an application to the Secretary in such form and containing such
information as the Secretary may require. Whenever any State sub-
mits such an application to the Secretary, it shall at the same time
issue public notice of that fact together with a general description of
the project with respect to which the application is submitted, and
shall invite comment thereon from interested parties and comments
thereon may be submitted, within the 80-day period beginning with
the date the application is submitted to the gecretary, to the State or
the Secretary%y such parties. The State shall also make copies of the
application available for public inspection. The Secretary shall also
immediately publish a summary of the proposed project, make copies
of the a.ppﬁcation available for public inspection, and receive and
consider comments submitted with respect to the application. A State
shall be authorized to proceed with a project submitted under this
subsection—

(i) when such application has been approved by the Secretary
(which shall be no earlier than 30 days following the date the
&p‘P]I.lE:a.ﬁOll is submitted to him), or

“(i1) 60 days after the date on which such application is sub-
mitted to the Secretary unless, during such 60 day period, he denies

the aﬁplication.

“(B) Notwithstanding the provisions of paragraph (2)(A), the
Secretary may review any waiver made by a State under such para-
graph. Upon a finding that any such waiver is inconsistent with the
purposes of this subsection and the purposes of part A of title IV, the
Secretary may disapprove such waiver. The project with respect to
which any such disapproved wuiver was made shall be terminated by
such State not later than the last day of the month following the
month in which such waiver was disapproved.

91 STAT. 1563

42 USC 602.

31 USC 1221
note,

Application.

Notice.

Copies, public

inspection.

42 USC 601.
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42 USC 607.

Termination.

42 USC 1383

note.

87 Stat. 155.

42 USC 1382e.

Appropriation
authorization.

42 USC 1395x.

“(4) Any amount payable to a State under section 403 (a) on behalf
of an individual participating in a project under this section shall not
be increased by reason of the participation of such individual in any
demonstration project conducted under this subsection over the amount
which would be payable if such individual were receiving aid to fam-
ilies with depengant children and not participating in such project.

“(5) Participation in a project established under this section shall
not be considered to constitute employment for purposes of any finding
with respect to ‘unemployment’ as that term is used in section 407,

“(6) Any demonstration project established and conducted pursuant
to the provisions of this subsection shall be conducted for not longer
than two years. All demonstration projects established and conducted
pursuant to the provisions of this subsection shall be terminated not
later than September 30, 1980.”.

REIMBURSEMENT FOR ERRONEOUS STATE SUPPLEMENTARY PAYMENT

Skc. 405. (a) Notwithstanding any other provision of law, the Secre-
tary of Health, Education, and Welfare is authorized and directed
to pay to each State an amount equal to the amount expended by such
State for erroneous supplementary payments to aged, blind, or disabled
individuals whenever, and to the extent to which, the Secretary
through an audit by the Department of Health, Education, and Wel-
fare which has been reviewed and concurred in by the Inspector
General of such department determines that—

(1) such amount was paid by such State as a supplementary
payment during the calendar year 1974 pursuant to an agreement
between the State and the Secretary required by section 212 of the
Act entitled “An Act to extend the Renegotiation Act of 1951 for
one year, and for other purposes”, approved July 9, 1973, or such
amount was paid by such State as an optional State supplementa-
tion, as defined in section 1616 of the Social Security Act, during
the calendar year 1974,

(2) the erroneous payments were the result of good faith reli-
ance by such State upon erroneous or incomplete information
supplied by the Department of Health, Education, and Welfare,
through the State data exchange, or good faith reliance upon
incorrect supplemental security income benefit payments made by
such department, and

(3) recovery of the erroneous payments by such State would
be impossible or unreasonable,

(b) There are authorized to be apﬁropriated such sums as are
necessary to carry out the provisions of this section,

TITLE V—-MISCELLANEOUS

COVERAGE UNDER MEDICARE OF CERTAIN POWER-OPERATED WHEELCHATRS

Sec. 501. (a) Section 1861(s) (6) of the Social Security Act is
amended by inserting after “wheelchairs” the following: « { which may
include a power-operated vehicle that may be appropriately used as a
wheelchair, but only where the use of such a vehicle is determined to be
necessary on the basis of the individual’s medical and physical condi-
tion and the vehicle meets such safety requirements as the Secretary
may prescribe)”.
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(b) Section 1842(b) (3) of such Act is amended by inserting after 42 USC 1395u.
the fourth sentence thereof the following new sentence : “With respect
to power-operated wheelchairs for which payment may be made in
accordance with section 1861 (s) (6), charges determined to be reason- Ante, p. 1564.
able may not exceed the lowest charge at which power-operated
wheelchairs are available in the locality.”

(¢) The amendments made by this section shall be effective in the Effective date.
case of items and services furnished after the date of the enactment 42 USC 1395x
of this Act. BN

FEDERAL ELECTION CAMPAIGN ACT AMENDMENTS

Skc. 502. (a) Section 328 of the Federal Election Campaign Act of

1971 (2 U.S.C. 4411) is amended—
1) by inserting “(a)” immediately after “Skc. 328.”, and
2) by adding at the end thereof the following new subsections:

“(b) If an honorarium payable to a person is paid instead at his
request to a charitable organization selected by tﬁ:yor from a list of
5 or more charitable organizations provided by that person, that per-
son shall not be treated, for pu of subsection (I:), as accepting
that honorarium. For purposes of this subsection, the term ‘charitable
organization’ means an organization described in section 170(c) of
the Internal Revenue Code of 1954. 26 USC 170.

“(c) For purposes of determining the aggregate amount of hon-
orariums received by a person during any calendar year, amounts
returned to the person paying an honorarium before the close of the
calendar year in which it was received shall be disregarded.
_ “(d) For purposes of paragraph (2) of subsect.iof%:) , an honorar-
ium shall be treated as accepted only in the year in which that hon-
orarium is received.”.

(b) The amendments made by subsection (a) shall apply with Effective date.
respect to any honorarium receiveg after December 31, 1976. 2 USC 441i note.

Approved December 20, 1977.
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